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Concrete enhances any architectural style. Home of Professor George Fancher, Austin, Texas. Glenn 
C. Wilson, San Antonio, architect. Robert O. Smith, Austin, builder. Concrete walls, floors and roof. 


... Why, in the past three years over 40,000 families began enjoying the pro- 
tection and comfort of concrete home construction. 
* * © « « « concrete’s warm beauty, its varied colors and surface textures, are adaptable to 

homes of any size, in architectural styles ranging from Cape Cod to Modern. 


* « « « « « concrete homes are warm and dry in winter, cool in summer; free from creaking 
floors, sagging walls, sticking doors and windows. 


* « « « « « concrete homes are firesafe, storm and termite-proof, and so enduring that they 
outlast long-term financing. 


° « ¢ « « « with all its advantages, concrete costs little or no more than ordinary construc- 
tion, saves on upkeep, and has high resale value. 


Concrete has earned its place as the fastest-growing type of home construction. A concrete 
home is satisfying to live in, thrifty to own. Write us for your copy of the booklet, “Why 
People Like Concrete Homes,” or for facts answering specific questions on use of concrete. 


PORTLAND CEMENT ASSOCIATION, Dept. A2-53, 33 West Grand Avenue, Chicago, Illinois 


A national organization to improve and extend the uses of concrete through scientific research and engineering field work 
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LETTERS 


Country Banking 


Srtrs: You may be pleased to know 
that the articles by Mr. Bailey on country 
banking led me to — and carry 
through the purchase of six registered 
bulls for the use of our good customer 
farmers in this county. ur conditions 
are different from those in Clarksville, 
Tennessee, but I fully agree that the build- 
ing up of the resources of our farmers is 
the best asset a country bank, such as 
ours, can have. You will realize our need 
when I say that eighty per cent of our 
cattle is scrub stock. 

M. H. WI ts, President, 

The First National Bank, 
New Martinsville, W. Va. 


Srmrs: I am _ desirous of reading the 
first article of C. W. Bailey’s on country 
banking that appeared in 1937. This 
escaped me when the February, 1937, 
issue came out. 

M. C. Minor, President, 

Farmers National Bank, 
Danville, Kentucky 


o¢¢ 


Mobile’s Azalea Trail 


Srrs: Officials of Mobile banks are 
prominent in promoting Mobile’s famous 
seventeen mile tour of azaleas which are 
at the height of bloom in March and April. 
The azaleas 4 from pure white to 
crimson, from pale orchid to deep purple, 
from pink to cerise. Thousands of visitors 
make a pilgrimage each year to see the 
azaleas. J. Finley McRae, executive vice- 
president, Merchants National Bank, is 
general chairman of this — campaign. 
He is assisted by E. B. Peebles, assistant 
vice-president of the First National Bank. 

BARNEY SHERIDAN, 

Executive Secretary, 
Mobile’s Azalea Trail, 
Mobile, Alabama 


o¢¢ 


Automatic Depositor 


Sirs: The automatic depository which 
we recently installed in our lobby, is the 
first in use in any bank in the Twin Cities. 
It is our intention in the near future to 
install an outside depository for the con- 
venience of our depositors who come to 
the bank in autos, believing this will help 
them solve the troublesome parking 
problem. 

C. L. Kerrn, Cashier, 

Midland National Bank & Trust 
Company, Minneapolis, Minnesota 
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‘State and Municipal Issues 


In a year of substantially reduced vol- 
ume of corporate bonds, state and mu- 
nicipal offerings figured importantly. 
The following list of eighty-two issues 
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ALABAMA 
BIRMINGHAM 

3 % % Bonds, Due 1940-49; 
Opt. 1940 


CALIFORNIA 

LOS ANGELES DEPARTMENT 
OF WATER AND POWER 

2%, 3%, 3%4%, and 334% Bonds, 
Due 1938-77; Opt. 1939 

SAN DIEGO COUNTY 

2%% Bonds, Due 1943-45 


CONNECTICUT 
BRIDGEPORT 

0.93 % Notes, Due 5-15-1938 
FAIRFIELD COUNTY 

1% % Bonds, Due 1938-52 
STAMFORD, TOWN OF 
1.04 % Notes, Due 3-1-1938 


ILLINOIS 

CHICAGO 

312% Water Works System Certifi- 
cates of Indebtedness, Due 5-1-1952 
COOK COUNTY 

Series “A” 4% Bonds, Due 1956; 
Opt. 1938-49 

ROCKFORD 

2% % Bonds, Due 1938-57 
ROCK ISLAND S. D. No. 41 
2.70 % Bonds, Due 1956 


INDIANA 

INDIANAPOLIS SCHOOL CITY 
2% % Bonds, Due 1938-57 
MARION COUNTY 

2%% Bonds, Due 1938-47 
MARION COUNTY 

2 % Bonds, Due 1939-48 
VANDERBURGH COUNTY 

2% % Bonds, Due 1939-49 


IOWA 

BOONE COUNTY 

2% % Bonds, Due 1940-45 
CARROLL COUNTY 

2% % Bonds, Due 1938-46 
CHEROKEE COUNTY 
2% % Bonds, Due 1948-50; 
Opt. 1943 

CLAY COUNTY 

2% % Bonds, Due 1938-46 
CLINTON COUNTY 
2%% Bonds, Due 1943-46 
DALLAS COUNTY 

2% % Bonds, Due 1938-46 
GRUNDY COUNTY 

2% % Bonds, Due 1938-46 
HAMILTON COUNTY 
242% Bonds, Due 1938-46 
HUMBOLDT COUNTY 
2% % Bonds, Due 1948-50; 
Opt. 1943 

WINNEBAGO COUNTY 
2% % Bonds, Due 1938-46 


KANSAS 

KANSAS CITY BOARD CF 
EDUCATION 

2% &% Bonds, Due 1938-47 
KENTUCKY 

LOUISVILLE 

2% % Bonds, Due 1965 
LOUISIANA 


LOUISIANA, STATE OF 
3% % and 4 & Bonds, Series S, 
Due 1941-60 


MAINE 


PORTLAND 
2% % Bonds, Due 1952 


t$3,408,000 
+ 250,000 


t 1,600,000 
* 9,000,000 


+ 9,000,000 


t 24,973,000 


* 200,000 
* 145,000 


° 50,000 


Tt 2,225,000 


* 700,000 


MARYLAND 

MARYLAND, STATE OF 

2% % Bonds, Due 1940-52 
PRINCE GEORGE’S COUNTY 
3 % Bonds, Due 1939-63 


ee 
BOSTO 

234% oo 3% Bonds, Due 1938-57 
BOSTON 

1.28 Z and 1.30 % Notes, 
Due 3-25 and 4-21-1938 
(Two Issues) 

BOSTON 

1.48 % and 1.64 % Notes, 
Due 7-15 and 11-1-1938 
(Two Issues) 

BOSTON METROPOLITAN 
DISTRICT 

“A” and “B” 2% &% Bonds, 
Due 1938-62 

CAMBRIDGE 

1% % Bonds, Due 1938-42 
MEDFORD 

2% % Bonds, Due 1938-52 


MICHIGAN 


NILES S. D. No. 1 
2% % Bonds, Due 1938-47 


MINNESOTA 

MINNESOTA, STATE OF, 
DEPARTMENT OF RURAL 
CREDIT 

2 % Certificates of Indebtedness, 
Due 2-1-1942 

ST. PAUL 

2.60 % Bonds, Due 1938-57 


*$ 130,000 
* 160,000 
* 1,480,000 
* 271,250 
* 86,000 
t 2,200,000 
* — §0,000 
* 105,000 
* 200,000 
* 98,000 
t 990,000 
* 216,000 

3,600,000 


MISSOURI 


ST. JOSEPH 
3%, % Bonds, Due 1942-57 


NEW HAMPSHIRE 


MANCHESTER 
3 % Bonds, Due 1938-57 


NEW JERSEY 

JERSEY CITY 

4 % Bonds, Due 1938-67 
MONTCLAIR, TOWN OF 
2% % Bonds, Due 1938-70 


NEW YORK 
AUGUSTA, TOWN OF, 
SCHOOL DISTRICT No. 7 
3.10 % Bonds, Due 1938-67 
BUFFALO 
1.08 % Notes, Due 6-15-1938 
DUTCHESS COUNTY 
1.40 % Bonds, Due 1938-40 
EASTCHESTER, TOWN OF 
1% % Bonds, Due 1938-41 
FREEPORT, VILLAGE OF 
2% % Bonds, Due 1940-60 
GREENBURGH, TOWN OF 
2.70 % Bonds, Due 1938-47 
ISLIP, TOWN OF, UNION FREE 
SCHOOL DISTRICT No. 1 
2.90 % Bonds, Due 1939-67 
MAMARONECK, TOWN OF 
3% % Bonds, Due 1938-57 
oy YORK, STATE OF 
0.50 Y, 0.70 %, and 0.75% =e, 
Due 6-28 and 11-9-1937 and 
3-16 and 4-18-1938 
(Three Issues) 


* Underwritten alone by Halsey, Stuart & Co. Inc. 
} Account headed by Halsey, Stuart & Co. Inc. 
t Account headed by Halsey, Stuart & Co. Inc. jointly with others. 


Descriptive circulars and current quotations will be supplied for 
any of the above securities upon request 


SEND FOR THIS 
YEAR-END BOND REVIEW 


It will give you a quick, yet comprehensive review 
of the activities and influences operating in the 
1937 bond market as a whole—and in each separate 
classification. Every bond investor will benefit 
from a reading of this review—gaining a better 
understanding of past trends and a basis for 
future judgment. A copy will be sent without obli- 
gation, upon request. Simply write for leaflet BC-28. 





HALSEY, STUART & CO. Inc. 


CHICAGO, 


201 South La Salle Street «+ 


In writing to advertisers please mention The Burroughs Clearing House 


NEW YORK, 35 Wall Street 
AND OTHER PRINCIPAL CITIES 
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. . Originating in twenty-eight 
states ... were underwritten by 
Halsey, Stuart & Co. Inc., alone or 
with associates, during the year. 





+$11,210,000 NEW YORK CITY 

2% % Bonds, Due 1939-53 
* 90,000 ORLEANS COUNTY 

2.30 % Bonds, Due 1938-42 
* 170,000 OSWEGO 

2.10 % Bonds, Due 1938-47 
* 100,000 ROCKVILLE CENTER, 

VILLAGE OF 

2.70 % Bonds, Due 1940-59 
* 110,000 SARATOGA SPRINGS 

1.90 % Bonds, Due 1938-44 
t 1,350,000 SYRACUSE 

0.49 % Certificates of 

Indebtedness, 

Due 5-24-1938 
¢ 290,000 TROY 

2 % Bonds, Due 1938-47 
7 1,000,000 UTICA : 

0.73 % Certificates of 

Indebtedness, 

Due 8-8-1937 


NORTH CAROLINA 


* 80,000 RALEIGH 
3% % Bonds, Due 1946-53 


OHIO 


t 3,353,500 CLEVELAND 
2% % and 2% & Bonds, Due 
1939-52 


t 660,000 FRANKLIN COUNTY 
2% % Bonds, Due 1938-54 


PENNSYLVANIA 
* 75,000 LANSDOWNE, S. D. 
212% Bonds, Due 1946-55 
$60,000,000 PENNSYLVANIA, 
COMMONWEALTH OF 
14% &% Notes, Due 5-31-1938 
* 3,000,000 PITTSBURGH 
1.60 % Registered Notes, Due 
7-1-1940 
* 20,000 SKIPPACK TOWNSHIP S. D. 
21% % Bonds, Due 1938-57 


SOUTH CAROLINA 


t 250,000 SPARTANBURG COUNTY 
3% % Bonds, Due 1938-48 


TENNESSEE 


113,665,000 TENNESSEE, STATE OF 
2%% 3%%, and 34%% Bonds, 
Due 1944-49 
(Two Issues) 


TEXAS 


t 632,500 FORT WORTH 
3% % Bonds, Due 1938-67 


VERMONT 


* 25,000 RUTLAND 
2 % Bonds, Due 1942-46 


VIRGINIA 


* 250,000 DANVILLE 
2% % Bonds, Due 1938-62 


WEST VIRGINIA 
t 1,000,000 WEST VIRGINIA, STATE OF 


2% % and 3 14 % Bonds, 
Due 1938-62 


WISCONSIN 
* 283,000 GRANT COUNTY 

2% and 244% Bonds, Due 1943-46 
* 80,000 LA CROSSE 

2 % Bonds, Due 1938-47 
* 70,000 MARINETTE COUNTY 

. 3% % Bonds, Due 1942 

* §50,000 WINNEBAGO COUNTY 

2 % Bonds, Due 1938-48; 

Opt. 1941 














In the TREND of BANKING 








Screen Epic Features 
Wells Fargo & Company 


Of historical interest as an epic of pioneer 
transportation, communication and bank- 
ing in the Far West is the film ‘Wells 
Fargo.” This picture carries the American 
scene through the eventful period 1844- 
1870 . era of Indian skirmishes, the 
Pony Express, gold rush to California, 
Civil War, and completion of the first 
transcontinental railroad. 

The production traces in particular the 
development of Wells Fargo & Company as 


“Wells Fargo,” pioneer banking 
epic, is in the bright lights 


a leader among the early banking and ex- 
ress companies on the Coast. In that 
ormative period, the bank depositors com- 

monly paid for the privilege of depositing 

funds, and loan rates ran to 15 per cent. 
Today in San Francisco the banking end 
of the business is still carried on by the 

Wells Fargo Bank & Union Trust Com- 

pany, the oldest bank in the West. It is 

said that much of the historical informa- 
tion upon which the screen story was based 
was furnished by the Wells Fargo Bank. 
It is interesting to note that an article 
on the sound investment policy of the 
megery Wells Fargo institution—an out- 
ine of the basic principles which help to 
account for its continued existence and 
growth—is being featured in this issue of 
The Burroughs Clearing House. 


Banks Celebrate 
Birthday Anniversaries 


Two mutual savings banks, the Provi- 
dent Institution for Savings, Boston, and 
the Philadelphia. Saving Fund Society, will 
attain the ripe age of 122 years in 1938, 
according to the National Association of 
Mutual Savings Banks. Twenty-eight 
other mutual savings institutions through- 
out the 7 will also celebrate birthday 
anniversaries for the 100th time or more. 








Among other banks celebrating birth- 
days, the Equitable Trust Company, of 
Baltimore, is commemorating: its 25th 
anniversary by some distinctive advertis- 
ing. A full page announcement presents a 


compelling background of newspaper head- 


lines of important events during the bank’s 
history. 

The Birmingham Trust & Savings Com- 
pany joins the ranks of well-known institu- 
lions passing the half-century mark. The 
bank prefers to be considered ‘50 years 
young,” feeling that it is just entering a 
new period of progress. The First National 
Bank of Chewelah, Wash., recently cele- 
brated its 35th anniversary. 


Gleanings From 
Annual Statements 


From current annual statements, includ- 
ing those from the four largest banks in the 
country, come indications as to trends of 
thought in banking circles. 

Winthrop W. Aldrich, chairman of the 
board of directors of the Chase National 
Bank, New York, in his report to share- 
holders holds that the rapidity of the busi- 
ness decline is in itself a hopeful sign. “It 
means,” he states, “that in many lines we 
have certainly overdone the contraction of 
production as compared with current con- 
sumption, and it means, further, that there 
has not been the weakening of the financial 
structure or the exhaustion of the savings 
of the people which a more prolonged de- 
cline of similar magnitude would have 
brought about.” 

In his annual report to shareholders of 
the National City Bank of New York. 
Board Chairman James H. Perkins out- 
lined basic causes for existing economic 
conditions. In discussing the internal 
affairs of the bank, Chairman Perkins calls 
attention to further expansion in the 
Personal Credit Department, particularly 
in the form of direct loans or other credits 
for financing of home improvements and 
household equipment. During the year the 
Personal Credit Department made 287,000 
loans averaging $266 each, for a total of 
$76,000,000 ; 

A year-end statement of condition from 
the Guaranty Trust Company of New 
York shows earnings of $13,660,810, an 
increase over 1936. Profits realized on 
Government obligations were $1,693,431: 
of this amount, $139,183 was included in 
current earnings, leaving a balance credited 
to the amortization fund of $1,554,248. An 
interesting trend is shown by the fact that 
whereas in 1930, loan interest comprised 82 
per cent compared to 18 per cent for in- 
vestment income, in 1937 revenue from 
loans and investments were balanced at 50 
per cent each. 

All time high marks in deposits, total 
resources and capital funds of the Bank of 
America have placed the institution on a 
higher footing even than in 1929. The 
year-end statement of condition shows that 
on December 31, 1937, capital funds stood 
at a total of $109,104,000, largest figure in 
the 23-year history of the bank. Deposits 
reached a mark of $1,357,000,000, an in- 
crease of $58,402,000 over the previous 
year. Earnings totalled $19,203,000, equal 

to $4.80 a share, and dividends paid out 
amounted to $8,000,000, ten per cent 
higher than a year before. 

A substantial volume of profitable busi- 
ness in its recently established Industrial 
Credit Department is reported by the 
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: A combination lock and a key locked door 
handle provide DUAL-CONTROL during re- 
moval of deposits. Posting is done with your 


e ° / regular runs in the presence of two author- 
. ized employees. 


Cashiers and secretaries who make daily trips dur- 
ing their lunch hours appreciate this “duck in cmd 
duck out” depositing service. The chum who banks 
across the street and loses 15 minutes daily from a 
short lunch hour will be quick to tell the “boss” of 
this time-saving service. 











INTRODUCTORY ADS 


Our mat service will quickly tell the pub- 
lic how to use this modern depository 
system. The ads direct attention to the 
unit placed near the front entrance. Banks 
who purchase this Rushour Depository 
for improved service, quickly see its other 
customer winning possibilities. 











Now is the time to provide this modern deposit- 
ing service for your customers ... dual-control 
.. attractive appearance ... easy for depositors 
to use ... conforms to all standard auditing 
methods. Ask for details about the RUSHOUR 
DEPOSITORY SYSTEM that economically re- 
duces rush hour window lines. 





SERVICE 


ANOTHER BANKING SERVICE BY 


DI Bae O LO 


pe ee ae OR OR GOR CANTON, OHIO 


PROTECTION ENGINEERS FOR OVER SEVENTY-NINE YEARS 











Manufacturer’s Trust Company, of New 
York, in the annual statement o ‘the presi- 
dent to the shareholders. This banking 
service enables selected large manufac- 
turers to convert into cash various notes 
pore serially which have been accepted 

y them in payment for equipment and 
products. 

The National City Bank of Cleveland 
ran full page reproductions of its annual 
report to stockholders in three Cleveland 
newspapers, a form of advertising that 
drew many favorable comments. 


Houston to be Host 
To A. B. A. Convention 


The 1938 convention of the American 
Bankers Association will be held at Hous- 
ton, Texas, November 14-17, it is an- 
nounced by Dr. Harold Stonier, executive 
manager of the association. This will be 
the sixty-fourth annual convention. The 
Rice Hotel will be the official headquarters. 

Francis Marion Law, president of the 
First National Bank, Houston, has been 
named chairman of the convention com- 
mittee. Mr. Law was president of the 
— Bankers Association in 1933- 


Form Bankers Division 
of Mortgage Association 


Organization of a new division of the 
Mortgage Bankers Association of America 
has been announced with the formation of a 
Bankers Division to consist of mortgage 
loan departments of banks and trust com- 

anies. H. R. Templeton, vice-president 
in oom of the real estate loan department 
of the Cleveland Trust Company of Cleve- 
land, has been appointed chairman of the 
organization committee. 

eretofore, the association has been 

divided into three main groups: the farm 
mortgage section, the over-the-counter in- 
vestors’ group, and the life insurance com- 
pany correspondents. The bankers’ divi- 
sion will constitute a fourth group. 

“Banks will no doubt play an _increas- 
ingly important part in financing the major 
upturn in new buildin ng when it arrives,’ 
says Secretary George H. Patterson. ‘““They 
are seeking sound mortgages today, as 
always, and are ready to lend on an eco- 
nomical and attractive basis.” 


Trust Conference 
Scheduled for February 15-17 


The Trust Division of the American 
Bankers Association will hold its annual 
mid-winter conference Feburary 15-17 at 
the Waldorf-Astoria Hotel in New York. 
A large number of bankers, trust executives 
and business leaders from all sections of the 
country will attend. 

William C. Potter, chairman of the board 
of the Guaranty Trust Company, New 
York, has been named chairman of the ban- 
— which will bring the conference to a 
close. 


Building and Loan Assets 
More Evenly Distributed 


More even distribution of savings and 
loan resources according to population is 
revealed by data compiled by the United 
States Building and Loan League. Eleven 
states have increased their per capita sav- 
ings, building and loan assets since 1930, 
and in all but one of these the pe ulation 
has also increased in that interva Whereas 
in 1930 there were only seven states whose 
per capita building and loan assets was be- 
tween $50 and $75, the bracket of the 
average for the nation at that time, there 
are fourteen states which come within the 
bracket of the national average today. 

Georgia, which has almost tripled the 
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average of its agra and loan assets to 
population, is the leading state in growth 
since 1930. New Jersey, with $203.44, is 
the only state with more than $200 average 
of building and loan resources per capita. 


Booklets Announce 
New Bank Buildings 


Three booklets have been received which 
announce the opening of handsome new 





Attractive Trust Committee Room of the 
new Harvard Square office of the Harvard 
Trust Company, Cambridge, Mass. 


banking quarters. One features the new 
home of the First Federal Savings and Loan 
Association, of Atlanta. Carrying out the 
ideal of home ownership, paintings on the 
walls of the lobby depict the changing 
mode of housing throughout 150 years of 
Atlanta’s history. 

‘Historic Flatbush” is the title of an- 
other booklet which commemorates pioneer 
days and also announces the opening of the 
new Flatbush office of the Green Point 
Savings Bank, Brooklyn. An_ unusual 
architectural feature of the building is the 
doorway, which suggests the entrance of a 
safe deposit vault. 

A third step in the march of progress is 
the opening of a new Harvard Square office 
by the Harvard Trust Company, of Cam- 
bridge, Mass. A booklet illustrates the floor 
plans and modern facilities available. 


Real Estate Outlook 
for 1938 


Neither a serious recession nor a ““‘boom”’ 
year in real estate and building construc- 
tion are foreseen by the Dodge Statistical 
esearch Service in estimating prospects 
for 1938. It is predicted that private con- 
struction will about equal that of 1937, 
and that there will be a decline in publicly 
linanced work due to decreased appropri- 
ations. As to commercial building, it is 
believed that competition in metropolitan 
areas will force increased modernization 
activity. Probably the largest increase, 
the Research Service states, will be in 
construction of one and two family homes. 

Volume of new residence and commercial 
building for 1938 will depend almost 
entirely on how quickly the nation emerges 
!rom the present business recession, states 
\. D. Fraser, president of the Mortgage 
ankers Association of America. ort- 
gage interest rates, Mr. Fraser believes, 
will remain at the present low levels, and 
uilding costs will decline some during the 
lirst part of the year. 


Savings Deposits Show 
Billion Dollar Increase 


Savings deposits in banks and _ trust 
ompanies throughout the United States 


increased $1,035,863,000, or 4.4 per cent 
—- the year ended June 30, 1937, 
according to the annual survey of savings 
deposits by the American Bankers Associ- 
ation. 

On June 30, savings deposits totaled 
$24,499,448,000, and savings per inhabi- 
tant averaged $191 as against $184 for 1936. 


Among 
New Book Offerings 


BETTER BANK MANAGEMENT by Mar- 
shall C. Corns. Bankers Publishing Com- 
pany. 465 Main Street, Cambridge, Mass. $1. 

Declining interest rates for bank loans 
and investments have forced bankers to 
become “‘better management minded” in 
order to operate on a profit basis. The 
above book deals with sound and funda- 


5 


mental principles of management that can 
be applied to all banks irrespective of size. 
It formulates definite policies for analyz- 
ing and setting up costs, making loans and 
investments, handling personnel, and simi- 
lar vital problems common to all banks. 
68 pages. 


New 1937 Rartroap Cuart. Compiled 
and published by Robert A. Burrows, 
First National Bank Building, Pittsburgh, 
Pa. In one color, $2; seven colors, 

This comprehensive wall chart shows 
the inter-relation, consolidation and capi- 
talization of the principal American rail- 
road companies, as of November 1, 1937. 
The chart measures 34 inches by 28 inches. 
It is a convenient reference for bankers, 
trust and insurance companies, investment 
brokers and others interested in the rail- 
road industry. 
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SERVING UNITED STATES BANKS 


in Canada, Latin America 
and Overseas 


THE ROYAL BANK OF CANADA is exceptionally well repre- 
sented throughout all of these territories by an extensive 
branch system. In serving American banks as correspondent, 
it provides every essential banking aid to facilitate the con- 
duct of their foreign business. 

Over 600 branches in Canada, 69 offices in Cuba, Puerto Rico, British and 

French West Indies, Dominican Republic, Haiti, Central and South America; 


Inquiries are invited 


"ROYAL BANK 


Head Office, Montreal, Canada - New York Agency, 68 William St. 
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THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office - 55 WALL STREET - New York 


Condensed Statement of Condition as of December 31, 1937 


INCLUDING DOMESTIC AND FOREIGN BRANCHES 





ASSETS 
Cash and Due from Banks and Bankers.................... $ 516,778,466.96 
United States Government Obligations (Direct or Fully 
a Bin ssa es Shy he 6 dl ded Psat dle oe. e a  e al 482 ,958,933.69 
nn I io ea sb ww niee ale obo Caw elem oe 76,494,888.89 
Bs Pe er 130,806,876.67 
Loans, Discounts and Bankers’ Acceptances................ 609,441,409.92 
Customers’ Liability Account of Acceptances............... 13,315,994.07 
Stock in Federal Reserve Bank........................... 3,652,500.00 
Ownership of International Banking Corporation............ 8,000,000.00 
i Was So ak nse be Rae a) acd RA ek eo ie a ed 50,543,249.33 
ID, «> io cae dba he Ronee PECs aes REE Ou tees 7,324,112.42 
DNs 5s kad See KOR Ke edenw ene eea stale pees oe $1,899,316,431.95 
LIABILITIES 
RIED, :5-5. okt, 0 tubtil wo wa wobw eh wae nad Beseseusd gs ened $1,711,552,123.76 
Liability as Acceptor, Endorser or Maker on 
Acceptances and Bills..................... $48,350,791.66 
Less: Own Acceptances in Portfolio....... 15,079,116.77 33,271,674.89 
Items in Transit with Branches. .... .... 2.2... cece seeecs 4,303,780.05 
Reserves for: 
Unearned Discount and Other Unearned Income.......... 4,232,502.65 
Interest, Taxes, Other Accrued Expenses, etc............. 6,792,271.69 
Ns oh. oe aise he 5.40.500.048 Vie ENE STK okbene uw anhieen 3,100,000.00 
I on viene kee H56 Kae eeeSONS Habe beeeesuee $77,500,000.00 
I. ik 5445S G bee kde dedeed $u08REaT eo KO. 44,250,000.00 
ee ee 14,314,078.91 136,064,078.91 
Total 


sp awenu aseenebees (eee eee ess... ..$1,899,316,431.95 





Figures of Foreign Branches are as of December 24, 1937. 


$106,855,446.93 of United States Government Obligations and $33,231,693.91 of other 
assets are deposited to secure $113,186,887.51 of Public and Trust Deposits and for 
other purposes required by law. 


(Member Federal Deposit Insurance Corporation) 
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[nvestment ACCOUNT 


A timely and carefully prepared statement of the principles 


underlying the operation of one bank’s investment account 


Assistant Cashier, Wells Fargo Bank & Union Trust Company, San Francisco, California 


S we all know, the character of 
A bank earning assets has under- 
gone a change during the past 
several years. Formerly loans pre- 
dominated, while now investments pre- 
dominate. Throughout the years 1920 
to 1929 the percentage of loans to 
total loans and investments of all 
reporting member banks approximated 
72 per cent. Since that time, loans 
have declined and investments have 
increased until in July of last year, 
the percentage of loans to total loans 
and investments amounted to 43 per 
cent. Thus investments have in- 
creased from approximately 25 per 
cent to 57 per cent. 

This change in the character of 
bank assets can be readily explained. 
It has come about, first, because, as is 
always the case during major depres- 
sions, the volume of loans declined in 
keeping with the business decline. 
Beyond this, it has been necessary for 
our government to borrow huge sums 
through bond issuance to finance its 
deficit. A substantial portion of this 


credit has been extended by the 


banking system. 











In fact, in comparing 
total investments of member banks 


today with the figures of 1929, it is 
notable that the increase is almost 
wholly accounted for by United States 
Government securities. 

There are some who believe that 
banks will never again regain their 
status of being primarily lending insti- 
tutions. While this is a matter of 
opinion, the fact is that bonds un- 
doubtedly will comprise a consider- 
able proportion of bank earning assets 
for some time to come. The matter of 
dealing with them is always a responsi- 
bility of the management and is of 
primary importance. 


T°? begin with, it is incumbent upon 

every banker to have a definite policy 
with respect to his bond investments 
and the operation of his bond account, 
and to stick to it. Basic to such 
policy must lie the homely principles 
of “‘quality’”’ and “‘diversification.” A 
bank’s first duty is to its depositors, 
of whose funds it is the trustee. The 
banker has an inviolable obligation to 
keep these safe and to repay them 








Bond Investment. 
the homely principles of quality and 


Basic to investment policy must lie 


Highlights of Wells Fargo Investment Policy 


diversification. Sound 


will include governments, municipals, rails, and utilities, stag- 
gered as to maturity. 


* * * 








LL 


practice dictates that bonds should be bought for income and 
not for speculative profits. 
7 + 

First-Line Reserve. Liquidity is the prime consideration. 
Limited to call loans, commercial paper, bank acceptances, 
Treasury bills and notes, and quality bonds of short maturity. 

* * * 

Commercial Deposit Funds. A demand liability. All 
funds need not be invested in governments, but governments 
should constitute the backlog of the account. 

* * + 


Savings Deposit Funds. A well-diversified savings list 


Public Funds. Ordinarily a demand liability, and should 
be treated in the same manner as any other account in our 
commercial department. 

a * * 

Selection of Bonds. Obtain adequate information. Where 
we are unable to obtain the essential facts to appraise a bond as 
to quality, let us have nothing to do with it. 

* * * 


Reserves. When we are sure that we have sufficient reserves 


to provide for all contingencies, let us increase them by 50 per 
cent. Profits from the sale of bonds or other assets belong in 


reserves. | 
























A corner of the bank’s investment analysis department. 


when called upon. Hence, any sound 
investment policy requires strict ad- 
herence, above all else, to quality. 
With the ability to fulfill this trust 
to the depositor assured, management’s 
next duty is to the stockholders to so 
manage the bank’s affairs as to produce 
maximum earnings consistent with 
sound banking principles. With quality 
as a prerequisite, there is then to be 
considered maturity, diversification, 
and marketability. Broadly, then, 
when we have funds to invest we con- 
sider only bonds that are of the highest 
quality and readily marketable. They 
are selected with the idea of spreading 
our risk through diversification. The 
question of maturity, whether we 
should buy short bonds or long bonds, 
must depend largely on the nature of 
the funds to be invested. In other 
words, we must always have in mind 
the character of our deposit liabilities, 
for we realize that many banks have 
come to grief through investing short- 
term funds in long-term bonds. It 
seems elementary to add at this junc- 
ture that sound banking practice 
dictates that bonds should be bought 
for the income they will produce, and 
not for speculative profits. 

But before discussing maturity, per- 
haps the terms quality, diversification, 
and marketability should be defined, 
for, after all, they are terms capable 
of differing interpretation. 

A quality bond is here defined as a 
bond without a valid flaw. To fall in 
this category, the facts when thor- 
oughly explored, must warrant con- 
vineing assurance that the bond will 
pay out under practically any circum- 
stances. Briefly, it must constitute a 
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first lien on physical property, which 
security, measured in terms of earning 
power, will provide adequate protec- 
tion in times of adversity as well as 
prosperity. In the case of public 
issues, this translates itself into ca- 
pacity to pay, coupled with willingness 
to pay, in bad times, as well as good. 

Probably everyone will agree with 
this concept of quality, but some may 
say that bonds of this type are few 
and far between: moreover, that they 
could not live on the income such 
securities afford. As for the first 
objection, it is granted that bonds 
admissible for bank investment are 
relatively few, considering all issues of 
bonds outstanding; but none-the-less, 
there are still plenty of such bonds, 
and they can be bought. As for the 
second, it should be apparent that if 
it is necessary that we take undue 
risks with a depositor’s money, we 
should not be in the banking business. 


‘Tails brings us to diversification, 

which means, of course, to spread the 
risk, to avoid concentration as to 
obligor, type of security, geographical 
location of obligor, and maturity. This 
is a fundamental principle but obvi- 
ously can be carried to an extreme. 
It stands to reason that after a certain 
point is reached, one can only diversify 
downward. For example, if there were 
only two first-class railroads in the 
country and we had our full commit- 
ment in the first mortgage bonds of 
each, any further attempt to diversify 
in the railroad field would necessarily 
involve a sacrifice in security. Too, 
extreme diversification would entail 
constant supervision of a great many 





It is located on the fifth floor 


issues, which might not be practicable. 

As for marketability, in a banking 
sense, this means readily convertible 
into cash at a price approximating the 
intrinsic value of the security, weighted 
only by the going rates for money. 
We cannot expect to be able to realize 
at all times the purchase price of our 
securities. Moreover, in the _ last 
analysis, it matters little if some of our 
holdings which are perfectly good are 
quoted at prices below cost, so long as 
we do not have to sell them, and so 
long as this does not impair our ability 
to pay our deposits, but the fact that 





R. H. Rebele, who interprets his bank’s 
investment policy in this article 
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they can be sold in times of emergency 
at a price approximating their intrinsic 
value weighted only by money condi- 
tions at the time, is of utmost impor- 
tance. 

Now, as to maturity: It was pointed 
out earlier that the question of proper 
maturity largely depends upon the 
character of the deposit liabilities. 
There is another factor which must be 
considered and that is the vulner- 
ability of our account as a whole to 
possible adverse market fluctuations in 
relation to our capital funds and 
reserves. It is generally accepted as a 
fact that long-term bonds fluctuate 
over a wider range than do short-term 
bonds. Therefore, if an account were 
predominantly invested in long-term 
securities regardless of whether the 
nature of the deposit liability justified 
such a course, a substantial decline in 
the market might well wipe out re- 
serves and impair capital. Nor would 
the fact that it might not turn out to 
be necessary to have recourse to the 
sale of these bonds alter the case. 
When we have determined the proper 
amount to be placed in both short and 
long bonds, a sound policy dictates that 
our maturities in both accounts be 
staggered. It is, of course, generally 
true that so far as long-term securities 
are concerned, banks are usually at a 
disadvantage in that they usually 
have the largest supply of funds for 
investment when money rates are low 
and long-term bond prices are con- 
comitantly high. Yet despite this, it 
is important to remember that we 
cannot know tomorrow’s bond price 
level nor when money rates will change. 
Hence we eliminate all speculative 
considerations by staggering our ma- 
turities and employing our funds, 
whatever be their category, as they 
become available. This has the advan- 
tage of placing them on an earning 
basis immediately. and permits us 
through constant reinvestment to par- 
ticipate in all markets. Not only issuch 
a policy within the bounds of sound 
banking practice, but in the long run, 
will provide an average yield which actu- 
ally is the maximum earning a banker 
may expect within human limitations. 


OW that we have explored these 

principles, let us apply them. The 
question is—how best can we employ 
that portion of our funds which is not 
in loans or fixed assets so as to properly 
protect our liabilities and at the same 
time produce a maximum earning. 
This problem must necessarily be 
approached through a study of our 
deposit liability. With this knowledge, 
we first provide, of course, for our 
legal cash reserve, to which we add 
such additional cash reserves as our 
past experience indicates are needed 
to ensure the comfortable operation of 
our bank. Through analyzing our 








The bank occupies twelve floors and the basement; it ranks with the 

country’s largest. December 31st figures showed deposits of $213,000,000; 

government bonds of $86,000,000; other bonds of $20,000,000; loans and 
discounts of $56,000,000; and loans on real estate of $10,000,000 


deposits, and through our knowledge 
of our customer’s requirements, we 
can closely approximate the amount of 
his working balance, that is, the 
minimum balance which he must keep 
in the bank practically at all times in 
order to carry on his business. Every- 
thing above this can be termed as 
excess or liquid; moreover, past experi- 
ence tells us what we may expect in 
the way of seasonal demands for loans. 
As we must at all times be prepared to 
meet instantly all predictable demands 
that may be made upon us, arising 
both from deposit withdrawals and 
loan demands, we must establish a 
first-line reserve. Here liquidity is the 
prime consideration, and the available 
media are limited to call loans, com- 
mercial paper, bank acceptances, Treas- 
ury bills and notes, and other quality 
bonds of short maturity. 

We can now consider dealing with 


our more stable and more permanent 
funds. As California state laws require 
the separation of commercial and sav- 


. ings deposits, and as they obviously 


have different characteristics, their 
employment must be considered sepa- 
rately. Commercial deposits are, by 
their very nature, a demand liability, 
and although we provide for every 
predictable demand that might be 
made upon us, commercial deposits 
are still demand deposits, and the one 
security most adaptable and suitable 
for their investment is United States 
Goverment bonds. They are of: un- 
equalled quality,command the broadest 
market, have a wide range of maturity, 
income is tax-exempt, and in addition, 
they are eligible collateral at the 
Federal Reserve Bank. All commercial 
funds need not be invested in govern- 
ments, but governments should consti- 
tute the backlog of the (See page 26) 
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ewe chairman of the board of 

our bank occupies a corner office 

on the ground floor of our building. 
If our institution were in the business 
of renting space to tenants, this office 
could doubtless be leased at an attrac- 
tive figure to some merchant; to be 
both conservative and definite, let us 
assume that it would yield us $300 a 
month as a cigar store or a drug store 
or a candy store. Therefore, presum- 
ably it is floor space worth this much. 

Our bookkeeping department oc- 
cupies approximately the same floor 
area as the chairman’s office. It, 
also, is on the main floor. But it is 
tucked away on the side which carries 
the least street traffic, is in behind 
a block of teller cages, in a less desir- 
able spot as rentable space is figured. 
Let’s assume that it could be leased 
for $150 a month, and therefore it is 
worth this much. 

But if you walk all the way to the 
back of the bank’s main floor, in 
behind some cages, up a narrow flight 
of stairs, and through some more 
passageways, you eventually reach the 
auditing department. One section of 
this department, stretched along an 
alley side with a lovely view of the 
tops of parked trucks, and of iron- 
barred back windows of stores on the 
next street, has just about the same 
square footage as the chairman’s office, 
or the bookkeeping department. From 
the description, you may have deduced 
that it is not choice building space. 
Arbitrarily, let’s assign it the generous 
value of $75 a month. 

The conventional practice in bank 
accounting is to allocate the value of 
the space to the department using it. 
Under this custom, $300 a month of 
rent for the chairman’s space would 
be charged against executive over- 
head, $150 a month against book- 
keeping, $75 a month against the 
auditing department. 

Now let us assume that the chairman 
decides he would be more comfortably 
officed up on the balcony in the audit- 
ing space. Let us further assume that 
our operating folks have been long 
aware that the bookkeeping could be 
handled more satisfactorily in the 
space at the street intersection on the 
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Lhe Question of 


FLoor Space Costs 


By 
T. S. BURCH 


Auditor, The First National Bank of Kansas City, Missouri 


You may or may not agree with the author’s 


method of figuring the cost of floor space, 
but are likely to agree that any simplifica- 
tion in determining costs is very desirable 


main floor. And the auditing depart- 
ment, always noted for willingness to 
accommodate itself to the good and 
to the whims of all other divisions, 
agrees to the three-way shift. 

Where do we now stand on floor 
rents? The chairman’s office is cost- 
ing executive overhead only $75 a 
month, a quarter of what it cost every 
previous month. The auditor has to 
go before the executive committee to 
get his budget stretched so that he 
will keep out of the red in space cost- 
ing double his old space —though no 
whit better for his purposes. And the 


bookkeeping department, doubling its 
rental expense, has so increased its 
overhead and its per item cost that 
we have to revamp our entire schedule 
of both service charges and account 
analysis. 


DES this strike you as ridiculous? I 

am glad it does, for it likewise 
strikes me so. The bank is still spend- 
ing the same amount to supply these 
three departments with floor space, 
it is occupying the identical spots. 
Yet, because of the internal rearrange- 
ment of three banking departments, 





The bookkeeping department is in back of the cages 
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The officers’ platform has a preferred main floor location. The doorway at the left leads to the chairman’s office 








CONSIDER THE LOCATIONS ILLUSTRATED ! 


The pictures on these pages show three locations in the First National 
Bank of Kansas City, Missouri: the location of the officers’ platform, 
the location of the bookkeeping department, and the location of the 
auditing department. The three locations do not occupy equally desir- 
able space in the bank, yet it is necessary to place a rental value or cost 
on them as a step toward determining departmental costs and the cost 
of bank services. What method should be followed in establishing the 
space cost of each location? Should the cost be based on the desirability 
of the space and according to the department using it? Or should the 
cost of each location be simply its percentage, in space used, of the cost 
or rental value of the total space used, as the author suggests? 





The auditing department is on the balcony 


the departmental budgets have. been 
thrown out of whack and the relation- 
ships with customers must be upset 
by altering the scale of charges. 
Secure in my childlike faith that 
nobody except auditors and. comp- 
trollers will have read as far as this 
point, let me suggest that our passion 
for precision in expense allocation has 
sometimes led us to—not past, mind 
you, but right up to—the borderline 
of the ludicrous. In reaching out for 
the proper charge to make against each 
department and each activity, we 
have sometimes permitted our think- 
ing to become so complicated that we 
have been unable to see the woods for 
the trees. This is often a fatal error. 


ig seems to me that basically we 
have been guilty of overlooking one 
fundamental of all business. We have 
sometimes lost sight of the fact that a 
bank must exist as a whole. A friend 
of mine, in an entirely different line of 
business, once brought an acrimonious 
inter-departmental quarrel to its over- 
due conclusion by suggesting to the 
principal combatants that he had 
never known of a successful, going pur- 
chasing department in a _ bankrupt 
business, neither had he known a sales 
department’s record to reflect credit 
on the sales manager of a company 
which had lost its shirt in the interim. _ 
To me it appears equally obvious that 
a transit department needs the other - 
major departments of a bank to permit 
it to function, likewise that bank 
loaning officers aré useless without 
receiving tellers and bookkeeping 
departments, yes, even that bank 
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auditors are in existence solely to 
audit in a bank. 

In brief, a bank is a unit. If we 
start a bank on a first floor where 
space costs $1 a foot, and grow to the 
point where we lease the second floor 
at 50 cents a foot and move most of 
the operating departments up to this 
cheap space, does this mean we have 
cut our operating costs in the second- 
floor departments, and have propor- 
tionately increased costs in all of the 
activities remaining on the street floor? 
What it does mean, to anyone com- 
petent to think in terms of broad facts 
rather than of hair-splitting, is that 
the bank has grown to the stage where 
it is now able to do part of its business 
in less expensive space, and therefore 
the bank’s floor space now costs it 
75 cents a foot. 


S° much for the underlying philoso- 
phy of the idea. Probably I should 
confess, in the interests of frankness, 
that until the end of 1935 we dis- 
tributed our floor rent expense in the 
conventional fashion. We charged 
the private offices and the platform to 
executive and to loaning as nearly as 
we could approximate a fair division, 
at a rate per square foot that to all 
of us seemed fair for that particular 
piece of real estate. We charged the 
bookkeeping department less per foot 
for its space, not because it was worth 
less for bookkeeping but presumably 
because it would have been worth 
less as a haberdashery. And we 
charged auditing still less per square 
foot because, obviously, the space it 
occupies is so undesirable that nobody 
less long suffering than the tribe of 
auditors would ever submit to living 
there year after year. 
Our 1936 and 1937 


floor space 
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allocation has been tremendously sim- 
plified. We took our total space 
rental figure, which for purposes of 
illustration let us say are $1,000 a 
month. We measured up the space 
actually occupied by each department 
or operating section. We computed 
what fraction of the total of all 
directly used space each department 
had. For example, assume we have 
100,000 square feet of space actually 
used by departments represented in 
our expense ledger; never mind the 
other 50,000 feet of space occupied by 
lobbies and elevators and stairways 
and by the air well going to the second 
floor ceiling above most of the main 
lobby. All right, if the auditor’s de- 
partment occupies 1,000 square feet 
for its direct occupancy, this is 1 per 
cent of the 100,000 feet in direct use. 
One per cent of $1,000 a month is $10 
a month; therefore, the auditing 
department gets a monthly rental 
charge of $10. 

In brief, we abolished all distinctions 
between one location and another for 
rental value. They are all part of 
the bank, none of the departments can 
get along without the others. Hence, 
their rental expense is the same per 
square foot occupied. Likewise, this 
reasoning leads to the corollary con- 
clusion that the non-productive space 
is an expense of the bank as a whole, 
not of any individual departments. 
Accordingly, the non-productive space 
is simply spread over the productive 
space as an added burden, something 
most easily accomplished by the 
proportioning method outlined in the 
preceding paragraph. 

We are not straining for over- 
simplification. Because we see that 
the bank is a whole, and that it can- 
not survive as independent and un- 


Auditor T. S. Burch at his desk in the bank 


related departments, does not mean 
we favor abolishing or even radically 
modifying the accepted procedures of 
departmental cost allocation and dis- 
tribution. Certainly no sound pro- 
gram of bank accounting can ignore 
the need for distributing costs and 
expenses so that eventually there may 
be deduced figures for item costs 
which can serve as a basis for account 
analysis and service charges. 

What I do advocate, however, is 
straightening up our banking so that 
we may remove the needless complexi- 
ties from our procedures. I do 
advocate thinking straight enough to 
keep in mind at all times that a bank 
is a unit, that its departments are not 
separate enterprises or independent 
entities. To return briefly to our very 
first illustrations, the value of the 
corner space on our street floor may be 
$300 a month for a cigar store, the 
value of the same area up on the alley 
side of the balcony may be $75 a 
month for any tenant who would come 
in and rent it for his own office. But 
the bank is using the entire area, 
including these two pieces and a 
hundred others. The total area is 
the bank’s requirement, not any single 
section thereof. Within broad limits, 
almost any department can fit accept- 
ably into any space within the struc- 
ture. Why, then, soak the discount 
cage because it happens to be up 
front, and let the receivers off cheap 
because it has fitted our layout better 
to edge them into the back of the 
room? 

Obviously, the reasoning applies 
equally whether a bank uses for its 
premises a small, unpretentious build- 
ing, a monumental type building, the 
lower floors of its skyscraper, or even 
whether it is the tenant of somebody 
else. Rental expense accrues just as 
surely whether the bank is a landlord 
or a tenant, and it needs distributing 
in exactly the same fashion. 


LE! me not seem to press my logic 

to the point of absurdity. We who 
gather in meetings of comptrollers and 
auditors are forever assuring ourselves 
that our expense accounting is neces- 
sarily rather approximation than pre- 
cision, that it is horse-sense division of 
costs to departments and to operations 
within limits dictated by considera- 
tions of practicability. When, there- 
fore, it is possible to allocate a precise 
charge to the responsible department, 
we should do so and rejoice, rather 
than insist on holding to some principle 
which was set up to care for approxi- 
mations. 

For example, assume a bank doing 
a commercial, savings, and safe deposit 
business on the first, second, and base- 
ment levels of an office building. The 
directors decide to open a _ trust 
department, so the bank (See page 22) 





























mS 









Oe Ae APES 














































le 


ng 
sit 


e- 
he 
ist 
22) 





February, 19383—-THE BURROUGHS CLEARING HOUSE 











tla | 


ASHINGTON ...4.. 





Common trust fund rules provided by revised Regulation F 
of the Federal Reserve Board .... Presidential message 
may spur banking legislation .... The state of the budget 


By HENRY D. RALPH, Washington Correspondent 


N increase in the amount of trust business done by 
A national banks may result from the new regulation 
on common trust funds promulgated by the Board 
of Governors of the Federal Reserve System. For the 
first time this regulation permits the commingling of small 
individual trusts for joint investment and management as 
a common trust fund. It will permit banks having trust 
powers to solicit and handle small fiduciary accounts which 
would not prove profitable if managed separately. 

The new regulation applies to all national banks having 
fiduciary powers, about half of the national banks, and to 
state-chartered banks admitted to the Federal Reserve 
System since 1933, when the system began imposing the 
condition that trust powers of such banks be the same as 
those enjoyed by national banks. However, common trust 
funds may not be used by Federal Reserve Member banks 
in states where state laws do not permit their use by 
state-chartered institutions. At present half a dozen 
states expressly permit the use of common trust funds 
while most of the other state laws are silent on the subject 





and must be interpreted by supervisory officials. It is 
anticipated that within a short time most states will permit 
the use of common trust funds by fiduciary institutions 
subject to state law, and on substantially the same basis 
as the new Federal Reserve regulations. 

In the 1936 revenue act Congress provided that a com- 
mon trust fund maintained by a bank in conformity with 
regulations of the Federal Reserve Board could be taxed 
on its net income on the same basis as an individual. 
Promulgation of the new regulation permits this section of 
the revenue law to take practical effect. 

In the past the Federal Reserve Board has permitted 
banks to maintain a form of a common trust fund for the 
investment of very small amounts, chiefly cash balances 
held by a bank in its capacity as trustee, executor, adminis- 
trator, or guardian, too small to be invested separately to 
advantage. This privilege has been closely restricted. It 


is retained in the new regulation which provides that such 
funds are not subject to the special rules laid down for 
The total investment of funds of 


common trust funds. 




















Federal Reserve System 
Appointments 


The Board of Governors of the Federal Reserve System 
has made the following designations and appointments of 
various officials for the year 1938: 


FEDERAL RESERVE BANK OF BOSTON—CHAIRMAN AND 
FEDERAL RESERVE AGENT: F. H. Curtiss, Boston. Deputy CHaIrR- 
MAN: H.S. Dennison, Framingham, Massachusetts. 


FEDERAL RESERVE BANK OF NEW YORK—Deputy Cuair- 
MAN: Owen D. Young, New York. Crass ‘“‘C"’ Director, Three- 
year term: Owen D. Young. 


Buffalo Branch— Director, Three-year term: Howard Kellogg, 
Buffalo. 


FEDERAL RESERVE BANK OF PHILADELPHIA—CuairRMAN 
AND FEDERAL RESERVE AGENT: R. L. Austin, Philadelphia. Deputy 
CHAIRMAN: T. B. McCabe, Chester, Pennsylvania. 


FEDERAL RESERVE BANK OF CLEVELAND—CHaiIRMAN AND 
FEDERAL RESERVE AGENT: E. S. Burke, Jr., Cleveland. DEputy 
CHAIRMAN: G. C. Brainard, Youngstown, Ohio. Crass “C”’ 
Director, Three-year term: G. C. Brainard, Youngstown, Ohio. 
Cincinnati Branch— Director, Two-year term: S. B. Sutphin, 
Cincinnati. 


Pittsburgh Branch— Director, Two-year term: H. S. Wherrett, 
Pittsburgh. 


FEDERAL RESERVE BANK OF RICHMOND—CuairRMAN AND 
FEDERAL RESERVE AGENT: Robert Lassiter, Charlotte, North 
Carolina. Deputy CHAIRMAN: W. G. Wysor, Richmond. CLAss 
“C" Director, Three-year term: Robert Lassiter, Charlotte, 
North Carolina. 

Baltimore Branch— Director, Three-year term: W. F. Roberts, 
Baltimore. 

Charlotte Branch— Director, Three-year term: G. M. Wright, 
Great Falls, South Carolina. 


FEDERAL RESERVE BANK OF ATLANTA—CHAIRMAN AND 
FEDERAL RESERVE AGENT: F. H. Neely, Atlanta. Crass “C” 
Director, Three-year term: Donald Comer, Birmingham, Alabama. 
Birmingham Branch— Director, Three-year term: E. L. Nortori, 
Birmingham. 

Jacksonville Branch—Dtirector, Three-year term: B. W. 
Haynes, Jacksonville. 


a + RESERVE BANK OF CHICAGO—Deputy CHAIRMAN: 
Wood, Chicago. Crass “C” Director, Three-year term: 
Er i "Lewis, Chicago. 
Detroit Branch—Director, Three-year term: A. C. Marshall, 
Detroit. 


FEDERAL RESERVE BANK OF ST. LOUIS—CHaiRMAN AND 
FEDERAL RESERVE AGENT: W. T. Nardin, St. Louis. Crass “C”’ 
Director, Three-year term: Oscar Johnston, Scott, Mississippi. 


Little Rock Branch—Drrecrtor, Three-year term: I. N. Barnett, 
Jr., Batesville, Arkansas. 


FEDERAL RESERVE BANK OF MINNEAPOLIS—CuHaIRMAN 
AND FEDERAL RESERVE AGENT: W. B. Geery, Minneapolis. CLAss 
“C” Director, Term ending December 31, 1939, to succeed F. 
W. Peck, W. C. Coffey, St. Paul. 

Helena Branch—Drrector, Two-year term: H. D. Myrick, 
Square Butte, Montana. 


FEDERAL RESERVE BANK OF KANSAS CITY—CuHairMAN AND 
FEDERAL RESERVE AGENT: J. J. Thomas, Seward, Nebraska. 
Denver Branch—Dirrector, Three-year term: A. K. Mitchell, 
Albert, New one 
Oklahoma Branch—Drrector, Three-year term: Lee 
Clinton, Tule klahoma. 


Omaha Branch—Drrecror, Three-year term: 


W. H. Schellberg, 
Omaha, Nebraska. 


FEDERAL RESERVE BANK OF DALLAS—CuHaIRMAN AND FEDERAL 
RESERVE AGENT: J. H. Merritt, McKinney, Texas. 


El Paso Branch—Director, Three-year term: J. B. Martin, 
Tucson, Arizona. 


Houston Branch—Drrector, Three-year term: G. G. Chance, 
Bryan, Texas. 


FEDERAL RESERVE BANK OF SAN FRANCISCO—CHaIRMAN 
AND FEDERAL RESERVE AGENT: A. O. Stewart, San Francisco. 
Los Angeles Branch— Director, Two-year term: C. V. Newman, 
Santa Ana, California. 


Portland Branch— Director, Two-year term: G. T. Gerlinger, 
Portland. 


Salt Lake City Branch—Drrector, Two-year term: H. S. 
Auerbach, Salt Lake City. 


Seattle Branch—Drrector, Two-year term: C. F. Larrabee, 
Bellingham, Washington. 


Spokane Branch—Director, Two-year term: S. A. Easton, 
Kellogg, Idaho. 
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any one trust in such a fund shall not exceed $1,200. 

The new provisions for common trust funds are a 
revision of the Board’s regulation F, covering the general 
subject of such powers of national banks. A common trust 
fund is defined as a fund maintained by a national bank 
exclusively for the collective investment and reinvestment 
of monies contributed thereto by the bank in its capacity 
as a trustee, executor, administrator, or guardian. It is 
limited to the investment of funds held for true fiduciary 
purposes, and the operation of common trust funds as 
investment trusts, as that term is popularly used, for other 
than strictly fiduciary purposes is expressly prohibited. 
To this end a bank is prohibited from issuing any document 
evidencing an interest in a common trust fund in any form 
which purports to be negotiable or assignable. No trust 
fund in the control of a bank may be invested in any 
common fund which is not being used for bona fide fiduciary 
purposes. A bank may not invest any of its own funds in 
a common trust fund, nor may it have any interest in the 
assets held by a common trust fund except that a bank 
on its own account may invest in the same securities as 
those held by a trust fund under its control. 

Before establishing a common trust fund a bank must 
prepare a written plan of operation showing the allocation 
of income, profits and losses, the terms and conditions 
governing the admission or withdrawal of participations, 
and other features stipulated in the regulations, and a copy 
of this plan must be made available to any person having 
an interest in the fund. No trust funds may be invested 
in a common trust fund until the trust investment com- 
mittee has determined that such is permitted by the instru- 
ment of the trust, and a notice of participation in the fund 
must be sent to the beneficiary of the trust. An annual 
audit must be made, and distributed to all beneficiaries, 
showing a list of the investments in the common fund, their 
valuation, and other pertinent data. At least every three 
months the value of the assets of a fund must be deter- 
mined, and this valuation is to govern withdrawals and 
new participations. 

To prevent a single trust from dominating a common 
trust fund the regulation requires that the participation of 
an individual trust may not exceed $25,000 or 10 per cent 
of the value of the assets of the common trust fund, which- 
ever is less at the time of investment. This provision may 
not be evaded by dividing a single trust among several 
common trust funds. To prevent a common trust fund 
from assuming some of the aspects of an investment trust 
it is required that the investment in the obligations of a 
single concern may not exceed 10 per cent of the value of 
the fund, but this limitation does not apply to government 
securities. A common trust fund is also prohibited fron 
holding more than 5 per cent of the outstanding stock of 
any corporation. A portion of the assets of a common trust 
fund must be maintained in cash and readily marketable 
securities sufficient to provide for the needs of the partici- 
pating trusts. A bank must retain the exclusive manage- 
ment of a common trust fund and may not charge a fee for 
this service in addition to such reasonable expenses as 
would have been incurred in the separate administration of 
the participating trusts. 

The regulation continues the familiar requirement-that 
a bank must maintain a separate trust department in 
charge of a trust investment committee and an executive 
officer assigned to this duty. By appending them to the 
regulation, the Board of Governors gives approval to the 
statement of principles of trust institutions adopted by 
the American Bankers Association on April 11, 1933. 

The provision of the revenue act of 1936, which now 
becomes effective, specifically states that for purposes of 
taxation common trust funds shall not be considered cor- 
porations, and their net income shall be computed in the 
same manner and on the same basis as in the case of an 
individual. In reporting his net income for tax purposes 
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International News Photo 
JEROME FRANK 


Two new members of the Securities and Exchange Commission. Mr. Frank is an administration adviser and 


Harris & Ewing Photo 
JOHN W. HANES 


former counsel of the Agricultural Adjustment Administration. Mr. Hanes, a New York broker, is a brother 
of Robert M. Hanes, president of the Wachovia Bank and Trust Company, Winston-Salem, North Carolina 


each participant in a common trust fund must include his 
proportionate share of the net income of the fund whether 
or not distributed and whether or not distributable. Every 
bank maintaining a common trust fund is required to 
make a return to the Bureau of Internal Revenue for each 
taxable year including the items of gross income and 
deductions and including the names and addresses of 
participants who would be entitled to share in the net 
income if distributed and the amount of the proportionate 
share of the participants. 


Banking Legislation 


The possibility that new banking reform legislation may 
be sponsored by the administration is seen in the references 
to banks made by President Roosevelt in his annual mes- 
sage to Congress. 

After referring to various types of violations of the 
anti-trust acts and bad practices by business generally, the 
President declared: ‘““That such influences operate to 
control banking and finance is equally true, in spite of the 
many efforts, through Federal legislation, to take such 
control out of the hands of a small group. We have but to 
talk with hundreds of small bankers throughout the United 
States to realize that irrespective of local conditions, they 
are compelled in practice to accept the policies laid down 
by a small number of the larger banks in the nation. The 
work undertaken by Andrew Jackson and Woodrow Wilson 
is not finished yet.” 

Whether or not the administration actually sponsors 
new legislation, these remarks by the President give 
impetus to pending bills. Senator William G. McAdoo of 
California has announced that he will press for early 
Senate action on his new bill to prevent any corporation 
from holding more than 10 per cent of the stock of a national 
bank and to permit interstate branch banking by national 
banks within a single Federal Reserve district. Representa- 
tive Wright Patman of Texas, has prepared a bill which 
would prohibit holding companies from owning stock in 


any bank insured by the Federal Deposit Insurance Cor- 
poration and a companion bill to require branch banks to 
publish separate statements of resources and liabilities on 
the same basis as independent banks in the same 
localities. 

A counter move for less banking legislation rather than 
more has been started by Representative Bruce Barton 
of New York, prominent author and advertising man who 
campaigned for Congress on the pledge to move to repeal 
one law a week. His first two repeal bills call for abolishing 
the War Finance Corporation, created in 1918, and for 
repealing Titles I and II of the banking act of 1933 which 
give the President power to close and license banks and to 
place national banks in the hands of conservators. 


Securities Exchange Commission 


The current program of the Securities and Exchange 
Commission holds much of interest to bankers because of 
its effect on security markets and transactions generally. 
With the appointment of two new Commissioners, Jerome 
Frank, a liberal New Deal adviser and former counsel of 
the Agricultural Adjustment Administration, and John W. 
Hanes, a New York broker, the Commission is progressing 
rapidly with plans for further regulation and reform of 
corporation finance and securities dealing. 

Reorganization of stock exchange administration is one 
of the chief objectives of the SEC, but the Commission is 
inclined to give the exchanges an opportunity to improve 
their machinery for self-government before attempting to 
impose new legislation or regulations from Washington. 
A tentative draft of legislation to regulate over-the-counter 
securities markets has been prepared which would provide a 
considerable degree of self-government by inducing the 
formation of associations of brokers and dealers with 
certain powers and privileges and a code of proper business 
conduct which members would be required to follow. 

The Commission’s study of investment trusts is practi- 
cally completed, and tentative legislation is being drafted 
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as a result, but it is uncertain whether this will receive 
action during the present session of Congress. 
mission is also very anxious for the passage of the Chandler, 
Lea, and Barkley bills which would give the SEC extensive 
powers over the reorganization of corporations in bank- 
ruptcy and the handling of indentures by banks. 

In addition to proposing additional legislation, the 
SEC is extending its regulatory activities and has prepared 
new basic forms for the registration of securities which 
simplify the registration statement and prospectuses in 
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The Com- 


dealers. 


by corporation officials. 


order to meet objections from investors, securities dealers, 
and corporations issuing securities. 
also preparing a revised set of proxy rules to clarify and 
extend the regulations covering the solicitation of proxies 
It is also continuing its study of 
price pegging and stabilization of securities prices and of 
the problem of segregating the activities of brokers and 
In addition, the SEC contemplates making new 
studies of various aspects of the securities market, including 
bond‘trading and stock brokerage commissions. (See page 40) 








The 1938 Regional Conferences 











By ORVAL W. ADAMS 


President, American Bankers Association and Executive Vice-President, 


HE three Regional Banking Con- 
ferences of the American Bankers 
Association announced for this 
year represent a continuation and 
expansion of the association’s educa- 
tional program. 
They have two objectives, educa- 








THURSDAY 


February 10, Des Moines, lowa 
9:30 A.M. 


Call to Order—H. L. Horton, President, Des 
Moines Clearinghouse Association, Presi- 
dent, Iowa-Des Moines National Bank and 
Trust Company, Des Moines, Iowa. 

Meeting the Challenge of Public Service— 
President Orval W. Adams, Executive 
Vice-president, Utah State National Bank, 
Salt Lake City, Utah. 

Broadening the Bank’s Services—Robert H. 
even 5 Vice- president, Merchants National 
Bank, Muncie, Indiana. 

Personal Loans—Symposium. Leaders: Rus- 
sell G. Smith, Vice-president and Cashier, 
Bank of America, N. T. & S. A., San 
Francisco, California. A. J. Jorgenson, 
President, American National Bank, Sidney, 
Nebraska. A. C. Kingston, President, 
Oshkosh National Bank, Oshkosh, Wis- 
consin. 

Educational Display of Bank Service and 
Equipment—Secretary Richard W. Hill. 


2:15 P.M. 


Call to Order—President Orval W. Adams. 

Savings and Amortized Mortgages—Philip A. 
Benson, President, The Dime Savings Bank 
of Brooklyn, Brooklyn, New York. 

The Loans of a Country Bank—M. A. Lim- 
bocker, President, Citizens National Bank, 
Emporia, Kansas. 

Making Farm Investments Safe—Dan H. 
Otis, Agricultural Director, American 
Bankers Association, Milwaukee, Wis. 

Miscellaneous Bank Services—J. A. Chang- 
strom, Vice-president, Omaha National 
Bank, Omaha, Nebraska. 


8:00 P.M. 


Call to Order—Dr. Harold Stonier, Executive 
Manager, American Bankers Association. 

Constructive Customer Relations—F. 
‘Jones, President, Tama State Bank, Tama, 
Iowa. 

The Institute Program of Banking Educa- 
tion—Milton F. Barlow, Vice-president, 
American Institute of Banking, Cashier, 
The National Citizens Bank, Mankato, 
Minnesota. 

The Public’s Request for School and Banking 
Talks—William A. Irwin, Assistant Educa- 
tional Director, American Institute of 
Banking. 

The Radio in Public Relations—William T. 
Wilson, Assistant Advertising Director, 
American Bankers Association. 




















Utah State National Bank, Salt Lake City, Utah 


tion within banking, especially with an 
eye to the public interest, and educa- 
tion of the public itself. 

In order to achieve these educa- 
tional objectives the programs are 
being confined to matters of actual 
local interest in the territories covered 
by the conferences. And for the most 
part, local speakers, speaking from the 
standpoint of local experience, are 
being asked to lead the discussions. 
It is our hope that every session will 
prove to be a forum. 

Of course, publicity resulting from 
these discussions will percolate to the 
public to some extent through the 
local press, as has happened in other 
years. 

But this year we plan to go straight 
to the public through an evening forum 
for the depositors and other customers 
of banks in the vicinity of the con- 
ferences. 


THis is a new departure in banking 

meetings. It has grown out of a long 
established conviction of mine that 
we should occasionally meet with our 
depositors in the spirit of partnership 
for the purpose of discussing matters 
of mutual interest. 

I believe that as individual bankers 
we have an obligation to inform our 
depositors to the best of our ability 
in matters of money and credit. And 
I believe, moreover, that we ourselves 
will benefit by so doing. 

It is in this spirit that we plan this 
depositors’ or customers’ forum. It is 
a new adventure. We count on it to 
have a good effect and to prove an 
important contribution toward a bet- 
ter approach to our public. 

* * * * 


The first of the three conferences 
lowa, 
the second at 


will be held at Des Moines, 
February 10 and 11, 


Indianapolis, Indiana, March 17 and 
18, the third at Oklahoma City, 
Oklahoma, March 24 and 25. 

It is expected that the Des Moines 
conference, for which the program has 
already been worked out, will set the 
pattern for the other conferences. 








FRIDAY 


February 11, Des Moines, lowa 


The Commission is 








9:30 A.M. 
Call to Order—President Orval W. Adams. 


Washington Office, American Bankers As- 
sociation—General Counsel D. J. Needham. 

Determining Per Item Costs—Symposium. 
Leaders: Ben E. Young, Vice-president, 
National Bank of Detroit, Detroit, Michi- 
gan. J. R. Geis, President, Farmers Na- 
tional Bank, Salina, Kansas. J. M. 
Sorensen, Vice-president, Stephens National 
Bank, Fremont, Nebraska. 

Regional Clearinghouses—Organization and 
Activities. Leaders: J. V. Webster, 
Cashier, First National Bank, Chadron, 
Nebraska. William Duncan, Jr., Secretary, 
Minnesota Bankers Association, Minne- 
apolis, Minnesota. 


2:15 P.M. 
Call to Order—President Orval W. Adams. 


Principles of Bank Investment Policy—O. P. 
cker, Vice-president, American National 


Bank and Trust Company, Chicago, 
Illinois. 


Correspondent Bank Relationship with Re- 
spect to Investments—H. A. Brinkman, 
Vice-president, Harris Trust and Savings 
Bank, Chicago, Illinois. 


Spaced Investment Maturities—J. M. Hel- 
lings, Vice-president, Inter-State National 
Bank, Kansas City, Missouri. 


Securities Analysis and Sources of Investment 
Information—Frank R. Warden, Vice- 
president, Central National Bank & Trust 
Company, Des Moines, Iowa. 


6:00 P.M.—Membership Dinner 
Address by President Adams. 


8:00 P.M.—Depositors’ Forum 

Call to Order—H. L. Horton. 

Presentation by Mr. Horton of President 
Orval W. Adams. 

Remarks—Dr. Harold Stonier. 


Come Now and Let Us Reason Together— 
Adam S. Bennion, Assistant to the Presi- 
dent, Utah Power and Light Company, 
Salt Lake City, Utah. 
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| 4 Bank-Sponsored 


Srate Corn SHow 


With corn production increasing in Oregon 
and interest high, The First National Bank 
of Portland sponsored not only a group of 
branch-city shows but the first State show 


By 
WALTER H. BROWN 


Assistant Vice-president, The First National Bank of Portland, 
Portland, Oregon 


as interviewed by DOTTIE C. EDWARDS 





Exposition, the bank standing all 
expense of transportation, hotel bills, 


" HEN the opportunitycame for 
The First National Bank of 








Portland to sponsor the first 
state corn show ever held in Oregon, 
we were more than willing to do our 


part in promoting the event. The 
bank and its branches have always 
been interested in the development 
of the state’s industrial and agricul- 
tural resources, and in this latter 
connection our work with the 4-H 
clubs had been increasing by leaps and 
bounds until 1937 registered an all- 
time high for the activity,” says 
Walter H. Brown, assistant vice- 
president of The First National Bank 
of Portland in describing the bank’s 
share of the first state-wide corn show 
ever held in Oregon which took place 
in Portland the week ending Decem- 
ber 4. 

The concluding feature of the club 
work for the year had been the enter- 
tainment of seventy-four boys and 
girls in Portland for three days during 
the Pacific International Livestock 


The photo above shows one group of entries 
in the Oregon State Corn Show held in Port- 
land early in December and sponsored 
by The First National Bank of Portland 


The photo at the left shows President E. B. 
MacNauéghton presenting a scholarship in 
the 4-H Division to the state champion 


amusement, and a banquet in the 
Georgian room of the Hotel Heath- 
man. This was the reward for the 
outstanding 4-H boy and girl in each 
of the thirty-six counties of the state, 
plus two from Portland. 

“The 4-H program had received 
much favorable publicity, and edi- 
torial co-operation of the newspapers 
of the state for the new venture was 
equallysplendid,” continues Mr. Brown. 
“Colored placards, news releases, spe- 
cial copy in bank ads, and personal 
solicitation by county agents spread 
the story and invited farmers to 
participate. 

‘‘A number of the branches held 
local corn shows in their own lobbies 
and then forwarded the winners to 
the state show. Numerous banks not 
connected with The First National 
Bank of Portland group assisted the 
state event in this way.” 

With corn production on the in- 
crease in Oregon, and nationally known 
seed houses raising cofn within the 
state in larger quantities each year 
for use in the Middle West, it was not 
surprising that most of those who 
attended the corn show were keenly 
interested in the displays. 

Corn exhibits were (See page 38) 
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ASHIER John Atwood started 
C his key for the lock on the 

Ferndale National that February 
morning, then drew his hand slowly 
back. A note was twisted through the 
latch handle. Cautiously glancing 
through the glass panel to the bank 
lobby he plucked out the crumpled 
envelope. It was addressed simply, 
Monsieur Clutchbill. 

After letting himself in, John dumped 
the regular mail on his desk. Then he 
placed the strange little envelope in 
the seat of the chair Mr. Clutchbill 
would sit in upon his arrival during 
the morning. Then John slung his 
ulster on the bookcase and hopped 
around the same old circle twisting off 
his galoshes. Occasionally as he slit 
the mail open he turned and stared at 
the little envelope in Mr. Clutchbill’s 
chair. Was it a warning? It had felt 
as though there was some small hard 
object in it. Queer how a letter like 
that had more ginger in it than the 
regular mail. 

Around ten o’clock Mr. Clutchbill 
struggled in, brushed the snow out of 
his goatee, unwound his tippet, backed 
out of his ancient buffalo overcoat 
and began to sink into his chair by the 
window, but reared up again at a sud- 
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A Clutchtill Loan 
Yields a SNow Boat 


By 
FRED COPELAND 


Cashier, The Randolph National Bank, Randolph, Vermont 


Illustrated by Harold Flucke 


It was not very often that old Director 
Clutchbill was called on to work out one 
of his own loans. Yet a mysterious letter 
in the bank’s door one morning indicated 
that the borrower writing it had departed 


den cry from John Atwood that there 
was a letter for him. 

**A letter? Where?’ 

“Right in your chair. . 
the seat!”’ 

“Hm-h! you almost gave me a 
start.” Mr. Clutchbill snatched up 


. right in 


the crumpled envelope. 
“Tt was pushed into the door latch, 


probably last night. 
what it means.” 

“Huh, well, we'll see.” Mr. Clutch- 
bill got out his spectacles and wound 
the bows over his ears. 

“‘Hm-m! queer thing!’ grunted Mr. 
Clutchbill, clawing to catch an ancient 
key that slid out. 

*“‘No strange cross, or skull and cross- 
bones in one corner?” ventured John. 

“It’s partly foreign,” admitted Mr. 
Clutchbill. 

John’s neck ran out. 
read it?” 

“Ye... yes, the meat seems more 
natural once you get inside. 


“Cher ami: 

You can have her, you. I can go no 
more. Sheees inthe barn. I can pay 
back not the money I got off you. So 
you have her. I am so sick of moun- 
tains here. I go back to lac and 
riviére in Canada ce soir. Maybe I 
come back me by printemps, maybe 
non. 


I can’t think 


“Can you 


Tout & vous, 
Pierre Sauvage” 


“Well, for the love of Mike!’ broke 


“It’s from that Frenchman you 
loaned $200 to, to get out some 
lumber,’’ Cashier John Atwood 
explained to Director Clutchbill 
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out John, “it’s from that Frenchman 
you loaned the $200 to get out some 
lumber. Lived up the valley all alone 
in the old Hank White farm, or what 
there is left of it.” 

“Don’t holler so!’ scolded Mr. 
Clutchbill, “‘and don’t tell any of the 
other directors. This was my loan. 
I sort of took a shine to the cuss. 
What in thunder does he mean by 
saying ‘she’ in the letter?” 

“Probably a dead cow, or some- 
thing,” suddenly voiced John with 
widening eyes. 

“Hm-m, I’d better go up there and 
investigate.” 

“Take my advice and don’t go 
alone, Mr. Clutchbill. Have a wit- 
ness! Better take the coroner or the 
constable.” 

“I’m goin’ alone, I tell yuh! I 
ain’t goin’ to have this_ hollered 
around. There may be a way out if 
I have a chance.” 

The place Pierre Sauvage had so 
suddenly vacated lay a mile to the 
north of Ferndale Village and a short 
distance off the valley road. It was 
a tumbledown place and had as a last 
resort been rented to the Frenchman 
for a year’s trial. 

With a strange feeling and sidelong 
glance Mr. Clutchbill plodded past 
the long, sagging cottage veranda and 
headed through the snow for the barn. 
Looking around the entrance to see if 





The Snow Boat, with cabin filled, moved out on her first regular run. Three miles out a full 
blast of wind took her, and Mr. Whooper estimated that she was doing 150 miles an hour 


there were any bloodstains or signs of 
a struggle, Mr. Clutchbill thrust the 
key into the rusty padlock, suddenly 
swung out one-half of the great barn 
door and stepped back. 

For several moments the old director 
stood motionless with quivering eye- 
brows at a sight that might have come 
out of the Arabian Nights. The prow 
of a thirty-foot cruiser gleamed out 
at Mr. Clutchbill. 

“So this is ‘her’!”’ he gasped, moving 
slowly over the platform onto the 
barn floor. 

There in trim glory was a cabin 
cruiser, homemade, to be sure, but 
well made by Pierre Sauvage who 
sometime in faraway Canada must 
have worked in a shipyard. 

Mr. Clutchbill, after walking clear 
around the boat, went up a ladder to 
her cockpit. He entered the cabin 
door. It would hold a dozen people. 
So this was what Pierre Sauvage had 
been doing until he realized he could 
get no more money to install an engine 
or move the craft over many miles to 
water. Here, too, was where $200 of 
Mr. Clutchbill’s loan had gone. 

From the barn floor Mr. Clutchbill 
stared in awe at the cruiser, finished 
even to her cabin windows. She was 
painted a startling vermilion; probably 
a priming coat for some second color 
Pierre had looked at in his dream 
night after night. 


Mr. Clutchbill went to the door and 
peered cautiously past the tumble- 
down cottage toward the not too 
distant highway. No one knew about 
this. He closed the door and snapped 
the padlock tight. He walked back 
rather slowly to the village. He had 
much to think about. One thing was 
certain; he must get that boat away 
from Ferndale Village unseen. There 
were those who would question his 
judgment, if not his reason, in loaning 
money to build a boat in the Ferndale 
mountains seventy miles from water. 


HAT afternoon he called on the 

only person he could trust, a man of 
woodcraft, and a front-trench warrior; 
by name, Calvin Bannister.’ 

Mr. Bannister was in the open door 
of his woodshed investigating the 
interior of his pipe stem with a wire 
nail when Mr. Clutchbill’s shadow fell 
across the doorsill. 

“Hello, Cal. Weather holds awful 
tight, don’t it?” 

‘Hello, Aaron. Yeah,she won’t break 
none till we see a crow, come March.” 

“Using your car any this weather?” 

“Oh, yes. She’ll go anywhere.” 

“Mm-m, I was wondering only 
today how powerful she was. I got a 
little object I want moved a short 
distance.” 

“She'll pull anything,” Mr. Ban- 
nister lifted his face and (See page 28) 
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By JAMES MONTAGNES 


Bank Service 
for Mining Camps 


In recent years many hardy young 
Canadian bankers have boarded air- 
planes to open bank branches in the 
northern sections of Canada’s prov- 
inces. Tents, log cabins and frame 
shanties have served as first homes in 
the growing number of mining camps 
dotting Canada’s last frontier. 

Mining is today Canada’s second 
industry, following agriculture. In 
the past decade Canada has gone 
through a mining boom, brought about 
first by the fast method of aerial 
transportation which made the un- 
known northland available for travel, 
and secondly by the Roosevelt gold 
revaluation which made it profitable 
to look for and put into operation gold 
mines which could only be serviced 
by airplanes. 

It is this aid in developing new 
mining towns which is the main min- 
ing function of the banks in recent 
years. Legislation makes it necessary 
for a mining company to have suf- 
ficient funds to begin operations, so 
that it is seldom today that a Canadian 
mining camp branch is called on to 
finance a mine’s gold bullion shipment 
to the Royal Mint at Ottawa. Instead 
the banks are a place where mine 
employees can deposit their pay checks, 
can arrange for the transfer of funds 
to their families, where pioneer store- 
keepers can obtain financial assistance 
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in buying supplies, where miners and 
prospectors can safely sell and transfer 
their claims and borrow funds on their 
shares in going mines. 

The opening of new mines is often 
in big financial hands, and the usual 
method for a bank to open a branch 
in a new mining camp is to do so at the 
request of the biggest producing mine 
in that camp. Such a company goes 
to the bank with which it deals, and 
suggests that there is room for a bank, 
that a bank would be a convenience 
for its employees. Then the bank picks 
a promising young employee, ships 
him in by plane with sufficient cur- 
rency in his luggage, and lets him 
open a bank in the best possible 
location. 

Usually one or two additional em- 
ployees are shipped in some days later 
when accommodations have been ar- 
ranged for, and only when transporta- 
tion by boat or by tractor across 
frozen lakes makes it possible, is a 
safe shipped in. Till then the mining 
town bankers sleep with their funds 
under the pillow, undisturbed by 
burglars, for the getaway is too difficult 
in the remote north without railways 
and highways. 

The first few years of a branch bank 
in a new mining camp mean a loss to 
the bank, for there is little business on 
which the bank can make money dur- 
ing the pioneer stage of a mining 
camp. And it is an expensive business 
opening a mining camp branch, for 


Two interesting photos of bank branches in mining camps. At left, a 
branch at Hardrock, Ontario; at right, a branch at Jellicoe, Ontario 








Jackson Dodds, O.B.E. (Order of the 
BritishEmpire),comments that com- 
mercial loans are still below normal. 
Mr. Dodds is typical of Canadian 


bank executives. He started as a 
junior, and has had wide banking 
experience in England and Canada 


shipping in men, equipment and food 
by air, or even water, costs money in 
Canada’s northland. 

Pioneers in the mining camp bank 
branch field are the Imperial Bank; 
the Canadian Bank of Commerce 
whose president S. H. Logan, opened 
the first northern Ontario Commerce 
branch in Cobalt in 1905, when he 
was a junior in bank’s list of branch 
managers; the Bank of Montreal; 
the Royal Bank; Banque Canadienne 
Nationale. More conservative in open- 
ing mining camp branches are the 
other Canadian chartered banks. It is 
generally considered that the Canadian 
Bank of Commerce is the predominant 
mining bank in Canada, and has most 
branches in northern Quebec mining 
fields, while the Imperial Bank of 
Canada has a slight margin in the 
northern Ontario field. 


Statements 
of Canadian Banks 


Increased profits, high percentage 
of liquid assets, a lack of loans and 
increased savings deposits are featured 
in the annual reports of six Canadian 
banks whose statements were issued 
before the end of the past calendar 
year. The Imperial Bank of Canada 
and the Bank of Montreal held their 
annual meetings before the end of 
1937; the Canadian Bank of Com- 
merce, the Bank of Toronto, (See page 37) 
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Court D 


ECISIONS .. 


Caution in releasing depositors’ funds is the moral of recent 
cases involving an illiterate’s account, a fictitious payee, 
and devices of a city treasurer and a corporation bookkeeper 


Illiterate Depositor 


The difficulties to which a bank may 
be subject in receiving and paying out 
the funds of an illiterate depositor are 
well illustrated in a recent Louisiana 
case. 

There, a woman came to the bank 
with her married daughter and opened 
a savings account in a fictitious name. 
The woman was unable to read or 
write and therefore signed the signa- 
ture card by her mark. Asa safeguard 
the teller who opened the account gave 
her a password which he spoke to her 
in the presence of the daughter. 

Some three years thereafter, as the 
court ultimately found from the evi- 
dence, the daughter came to the bank, 
presented the pass book, gave the pass- 
word and made a withdrawal. A little 
later on the daughter returned, signed 
a statement of lost pass book and 
obtained a duplicate pass book. With 
this duplicate pass book and the use 
of the password the daughter made a 
number of withdrawals until only a 
small balance remained in the account. 
Thereafter, the mother produced the 
original pass book and endeavored to 
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withdraw the entire deposit, which 
the bank refused on the ground of the 
previous withdrawals. 

Suit was then brought against the 
bank by the husband of the mother for 
the entire deposit account under the 
Louisiana laws governing “community 
property” between husband and wife. 
The bank defended on the ground that 
the withdrawals had been properly 
made, especially since the person 
making the withdrawals gave the 
correct password on each occasion. 

Ruling against the bank, the court 
said: 

‘In view of the teller’s testimony 
we are of the opinion that he as agent 
for the bank was guilty of negligence 
with respect to the manner in which 
the account was opened. It seems 


plain that, where a bank accepts 
deposits from persons who are unable 
to read or write and puts in use a pass- 
word to be given by the party making 
the deposit so that withdrawals can 
be made, it is highly necessary for it to 
be certain that this password is kept 
a secret. 

“The teller admits that the pass- 
word was spoken to either the mother 
in the presence of her daughter or vice 
versa. Accordingly, the daughter 
could have withdrawn funds on deposit 
without the knowledge or consent of 
her mother, and it was negligence for 
the bank to permit this condition to 
exist. The bank, in case it accepts 
deposits from persons who are unable 
to read or write and where it elects to 
use a password, should also obtain a 
description of the person owning the 
account in order to protect that per- 
son and itself from fraudulent with- 
drawals being made by others. If 
such a practice had been required in 
this case, the suit could never have 
been brought because the bank would 
have had an adequate description of 
the mother, the real depositor, who 
was a much older woman (See page 32) 

























































































The shadow of dishonesty 


descends upon a business 
through myriad channels 
—sometimes suddenly, 
sometimes gradually— 
and almost always in- 
visibly. Guard against it, 
with visible evidence of 


assured protection: 





FIDELITY, SURETY AND 
BANKERS BLANKET BONDS 
BURGLARY, ROBBERY, FORGERY 
AND GLASS INSURANCE 


FIDELITY 
and DEPOSIT 


COMPANY OF MARYLAND 
BALTIMORE 
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. BOOKLETS for BANKS. .. 








Free copies of the booklets listed below can be obtained by mailing re- 


quests on your letterhead to The Editor, The Burroughs Clearing 
House, Second Boulevard and Burroughs Avenue, Detroit, Michigan 


New Booklets 


LOBBY DEPOSITORY ... A new con- 
venience to depositors, designed to eliminate 
long window lines during rush hours, is 
provided by an attractive deposit box now 
being manufactured for banks. An adver- 
tising folder illustrates the depository and 
explains how it operates in conjunction with 
a patented deposit envelope. 


WHY PEOPLE LIKE CONCRETE 
HOMES... The real estate or mortgage 
departments of every bank should have a 
copy of this informative booklet, which 
describes advantages of concrete home con- 
struction for permanence, protection, com- 
fort, low upkeep cost and high resale value. 


NEVADA, THE CYCLONE CELLAR FOR 
THE TAX WEARY .. . An interesting 
booklet issued by the First National Bank 
of Nevada, presenting favorable conditions 
of taxation, residence and incorporation in 
the Silver State. 


A GUIDE TO AIR CONDITIONING ... 
As modernization programs usually include 
the installation of an air conditioning unit, 
this booklet explaining the nature, functions 
and cost of such equipment will be a helpful 
source of information to bankers. 


ANNUAL BOND MARKET FORECAST 
. . . A look into the financial future by a 
recognized bond advisory service. An eight- 
page analysis of business prospects ahead, 
together with definite bond market recom- 
mendations for 1938. 


Booklets Still Available 


A BANK’S PRESENTATION ... An un- 
usually interesting presentation of a bank’s 
standing in the city and region in which it 
operates. The booklet is composed of repro- 
ductions of a series of nineteen newspaper ad- 
vertisements prepared by the bank. A 
noteworthy feature is the manner in which 
the bank carries a single theme throughout. 


1937 REVENUE ACT. . . Complete text 
of this bill passed at the last session of 
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Congress, designed to curb tax evasions, is 
contained in a pamphlet issued by the Manu- 
facturers Trust Company, New York. A 


(From page 12) rents the third floor 
and installs trust offices there. 
Plainly, the trust activity is some- 
thing distinct and separable from the 
bank. The bank got along without 
it for years, if ever the laws should be 
such that trust business could be 
transacted only by separate trust 
companies it would be feasible to 
incorporate it and run it without any 
tie to the bank. Furthermore, it is 
admirably fitted to upstairs officing, 
whereas a bank needs direct access 
from the street. It is just common 











detailed explanation of the provisions of the 
Act is also included. 


YEAR-END REVIEW OF THE BOND 
MARKET .. . This is the well-known and 
widely-quoted study of the bond market pre- 
pared annually by Halsey, Stuart & Company. 
As distinct from excerpts available through 
the press, the study is offered in its complete 
form through this notice to bank officers. 


WHAT WILL YOUR DIRECTORS SAY? 
. . . Here is a folder about bankers blanket 
bonds, listing some typical cases of losses, 
and containing some pertinent points about 
buying fidelity insurance. 


THE WORLD’S BEST BOOKS... Just 
off the press, this carefully indexed reading 
guide is a noteworthy booklet. It was pub- 
lished by a manufacturer of bookcases and 
office equipment as a service to customers and 
is offered to readers of The Burroughs 
Clearing House. Divisional groupings of 
books are: The World’s Best Books; Best 
Books of Our Times; Best Books for Children; 
Pulitzer Prize Winners in Letters; Nobel 
Prize Winners in Literature; Books of the 
Last Decade. 


A CURRENT APPRAISAL OF INSTALL- 
MENT FINANCING ... This is a timely 
offering that will be of particular interest to 
bank officers: studying or dealing with con- 
sumer credit. It is a reprint of an address 
delivered by Henry Ittleson, President of 
Commercial Investment Trust, at the annual 
meeting of the National Association of Sales 
Finance Companies in Chicago in September. 


CHANGEPOINT FOUNTAIN PENS... 
This is the title of an advertising folder 
describing a new type of fountain pen that 
is proving especially popular. The folder 
illustrates the principle of the pen, as well as 
individual pens, desk sets, and points. 


BANKING AND SELLING ... A series of 
nineteen editorials written by Joseph M. 
Dodge, president, The Detroit Bank, setting 
forth his philosophy about banking as a busi- 
ness. Under such headings as “Selling Is 
Necessary,” “‘Never Miss a Chance,” “Your 
Attitude,” and ‘‘The Public Hires and Fires,’’ 
Mr. Dodge has packed a world of thought 
bearing upon employee relationship and the 
bank’s direct contacts with the public. 


The Question of Floor Space Costs 


sense to charge the trust department 
that direct rental expense incurred for 
its third floor, not to average it in 
with the older departments. Similarly, 
if the vice-president in charge of 
country correspondents should decide 
he simply must have a department 
and a clerk to obtain theater tickets 
for visiting bankers, and this depart- 
ment should by reason of the crowded 
condition be set up in a small room 
on the seventh floor back, its actual 
rental should be charged against the 
country banks department, not 
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THE DETROIT BANK 


Statement of Condition, as of December 31, 1937 


RESOURCES 


Cash on hand and Due from Banks . $46,891,201.82 
*United States Treasury Bills . . . 1,674,309.07 
*United States Government Obligations, 





direct or fully guaranteed . . 44.874,997.96 $93,440,508.85 
Corporate and Municipal Securities (dee 
within 5 years) . . ; 13,808,483.83 


Corporate and Municipal Securities 

(other maturities) . . re 4,435,578.14 18,244,061.97 
Stock in Federal Reserve Bank a as 190,500.00 
Loans and Discounts . 14,827,226.18 
Real Estate Mortgages, Loans and Liens 





on Real Estate . ...... 14,989,073.82 
i. + « « « « * S We 369.47 
Bamk Buildings . + « © © © © 1,904,596.29 
Furniture and Fixtures. . . . . - 201,973.61 
Other Real Estate . . 1,346,355.87 
Customers Liability on Acceptances and 
Letters of Credit . . . . . « « 6,275.00 
Other Assets . . bie 195,359.72 
Income Accrued Receivable (Net) é 340,653.58 
TOTAL OF ALL RESOURCES 3155,686,954.36 
LIABILITIES 


Deposits of Individuals, Corporations, 
Banks and Others .. . - . $59,753,572.77 








U. S. Government . . — oe 1,338,384.00 
Treasurer-State of Michigan ee ae 3,972,736.33 
Total Demand Deposits . .. . . 65,064, ° 
Total Savings Deposits . . . . . . _73,672,875.24 
Total Deposits . . ‘i $138,737,568.34 
~~ Liability on Acceptances and Letters 
Man + + <« «¢ & ‘ 6,275.00 
Other Liabilities . . 2,023.90 
Reserve for Current Expenses and Pre- 
ferred Stock Dividend . ... .» 41,087.12 
Capital Account: 
Preferred Stock ._ e« « @ * ee e 3,650,000.00 
Common Stock . .. .- + « « 1,500,000.00 
Surplus . . 1,410,000.00 
For Additional Retirement of Pre- 
ferred Stock . + . . . * . 90,000.00 
Undivided Profits . . 250,000.00 6,900,000.00 
TOTAL OF ALL LIABILITIES $145,686,954.36 686,954. 


U.S. Government Securities carried at $5,376.500.00 in the foregoing 
statement are pledged té secure public deposits where required by law. 
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averaged in with the rest of the bank. 
But all of these exceptions are just plain 
horse sense, and nobody but an auditor 
would consider it necessary to explain 
them! 

Another exception comes to mind, 
somewhat different in type. A good 
many banks find it necessary to rent 
warehouse space somewhere outside 
their buildings for record storage. 
Such space is naturally much cheaper 
than office building space on a down- 
town corner, both by reason of loca- 
tion and of cost of structure. Here 
we have a case where the cheaper space 
is usable by the very nature of the 
operation. Hence the warehouse space 





should obviously be charged at actual 
cost against record storage or general 
files or whatever the account, rather 
than being thrown into the general 
rental pot and split up all around. It 
is, of course, based on the same logic 
as if it were possible to run a transit 
department up a back street, upstairs 
in a loft building, and to have only 
payers and receivers in a small down- 
town store space. If any such physical 
division were possible, different rental 
rates would certainly belong properly 
to the separate departments. But 
since all of a bank needs to be in one 
premises, and any part of the premises 
is approximately equally good for 

















Cash and Due from Banks 


(Direct and Fully Guaranteed) 
Unpledged 


licFunds . . 
matures within two years) .« 


Real Estate Owned 
Loans and Discounts 
Accrued Interest 


Other Assets 


Capital Stock —Common 
Surplus 

Undivided Profits 

Reserve for Contingencies 
Accrued Interest and Expenses . 


Acceptances and Letters of Credit . 
Less: Amount in Portfolio 

Trust Funds and Public Funds . 
Other Demand and Time Deposits 
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STATEMENT OF CONDITION DECEMBER 31, 1937 


RESOURCES 


United States Government Obligations 


Pledged to Secure Trust Stale iil Pub- 
Other Securities (of whic h $6, 286, 373. 00 


Capital Stock of The National City Building Co. 


Customers’ Liability on hens sine al kena of Credit 


LIABILITIES 


Deferred Credits and Other Liz tbilitie ~S . 


Member Federal Deposit Insurance Corporation 





$43,258,480.47 


$42,208,363.61 


6,770,951.25 48,979,314.86 
15,280,524.93 
2,175,000.00 
88,197.79 
41,948,128.98 
288,075.60 
1,753,527.67 
124,883.31 
$153,896,133.61 


$7,500,000.00 
3,125,000.00 
1,143,908.89 $11,768,908.89 
2,000,916.68 
38,076.22 
oe ao 97,765.06 
$2,257,529.92 
504,002.25 1,753,527.67 
$6,114,723.65 


132,122,215.44 _138,236,939.09 


$153,896,133.61 
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most of the activities, a level rental 
for floor square footage is the only 
sensible handling. 

We who are responsible for bank 
accounting must be more interested 
in the practical than the theoretical 
side. We must not permit theoretical 
considerations to confuse us and in- 
fluence us away from practical methods. 
There are many items entering into 
bank cost systems which are open to 
discussion as to accepted methods of 
handling. If I have gone into con- 
siderable detail on the subject of floor 
space and rental distributions, it is 
rather because this is a typical case, 
and easily susceptible to explanation. 
Also, it is one on which our institution 
has changed its policy to accord with 
the general line of thought here 
advocated. But —there are plenty of 
other places in the cost accounting 
scheme which are literally crying for 
simplification both of thinking and of 
procedures. 

Here is a closely related suggestion. 
When a bank rents from an outsider, 
it negotiates the best lease it can. When 
it leases from an affiliate or subsidiary 
which owns the building, any over- 
payment comes back in dividends 
anyhow. When a bank holds title and 
operates its own building, it may or 
may not pay rent to itself. Some 
banks do it by cross entries, charging 
an expense account with a fixed 
amount and crediting an income 
account equally. These entries answer 
the purpose, but they are fictitious. 
Why not simplify the job by omitting 
the entries? Then simply add to the 
cost sheets a certain percentage of the 
cost of the building and distribute to 
departments on a fair basis. This addi- 
tion could then be credited to Capital 
Investment and the amounts be in- 
cluded in the reconcilement of depart- 
mental profits and losses to book 
earnings. This would free the build- 
ing income and expense accounts from 
this distortion. Depreciation should, 
of course, be regularly added into 
building costs and the amount in- 
cluded in the reconcilement. 


F anyone not directly concerned 

with accounting has followed my 
reasoning to this point, it is only fair 
to point out to him that the subject 
under discussion has more than a 
technician’s interest. It bears directly 
on some of the most currently impor- 
tant aspects of bank operations and 
customer relations. 

Eventually banks will have to come 
to some standardized method of han- 
dling service charges. Banks are local, 
but many of their best customers are 
national. We make ourselves all 
manner of difficulties, and engender a 
lessened respect, by handling our 
account analysis and service charge 
schedules so differently. Try to argue 
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NGREDIENTS JOY Good Will 











If your bank stationery is building public good will for 
your institution at a reasonable cost, you probably are 
being supplied by one or more members of this Institute; 
and they are getting their results from the established 
Institute formula: 


First, the men have the “know how” that grows 
out of long service. Lithographers, engravers, stock- 
men, have been in the plant for ten, twenty—even 
thirty-five—years. Their skill is written on every 
sheet of your stationery. 


S econd, there is a rapid turnover—not in men— 
but in equipment. By fighting obsolescence, each 
Stationer protects your interests, as well as his own. 
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Thir d, the effectiveness of machines and men is ee ee 
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kept at highest pitch by thoroughgoing methods of 
production which take no longer, but which insure 











a cleaner job. 








These are the chief factors in putting the dignity of your 
bank on paper, and it is the combination of them which 
keeps the cost of good stationery down where it belongs 











—and that is the practice of every member of this Institute. 





THIS ADVERTISEMENT IN THE INTEREST OF BETTER RELATIONS BETWEEN BANKS AND PUBLIC IS SPONSORED BY 


THE INSTITUTE OF ¥¢ 
BANK STATIONERS \ 


120 WALL STREET, NEW YORK 
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it out with some national chain store’s 
treasurer, as I repeatedly have done, 
and see how inadequate are your 
explanations of why your system 
varies so radically from that of their 
nearest bank to your west or north 
or east or south. 

Any real uniformity of such charges 
must be preceded by general agree- 
ment on how to compute them. Plainly, 
our bank charging an average floor 
space rental to operating departments 
cannot work out on paper as cheap a 
per-item operating cost as can the 
bank which charges the operating 
floor space at a lower-than-average 
rate. So it goes, all the way through 
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bank operating and cost accounting. 
We need to develop the sound ap- 
proach to each classification of ex- 
pense. Then we need to agree on its 
soundness and adopt it generally. 
Until this point is reached, bank 
operating and bank cost analysis will 
nationally remain more like chaos than 
like order. ; 

I have chosen to argue out the 
matter of floor space because it is 
typical. But there are similar oppor- 
tunities for clarifying our thoughts in 
literally dozens of aspects of cost 
accounting. We need to think clearly 
enough to recognize that we, no more 
than a maker of nuts and bolts, can 
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charge the customer more for what 
is produced on the street-corner ground 
floor than on the third floor back. We 
need to recognize that a great many 
of the things we do—and thereby 
incur costs—are done for the con- 
venience of our depositors and there- 
fore to attract business for our own 
benefit. Once we recognize this, we 
begin to comprehend that many of 
our expense-originating functions go 
to make up the inseparable entity 
which is the bank. And we begin to 
look at expense distribution in a 
somewhat different light from that in 
which some textbooks present it. | 

I do not expect that this somewhat 
iconoclastic view will win converts 
from every bank where it is read. 
Heresy is never attractive to such 
conservative folk as bankers, and 
surely what I advocate is heresy rather 
than the old-time religion. But per- 
haps this exposition of our heresy will, 
by making others think about the 
basic facts, bring forth some further 
articles and group discussions. and 
even —who knows —letters to the edi- 
tor and the author. If so, it is upon 
our own heads! 


Investment Account 


(From page 9) account. We are here 
dealing with so-called working de- 
posits, and in purchasing bonds with 
these funds, we do not contemplate 
that we shall have need to sell any of 
them. Therefore, an amount of longer 
term bonds, depending upon the degree 
of market risk we are in a position to 
assume, may properly be held against 
this liability; however, these should be 
confined to governments. Maturities 
of bonds other than governments 
should be short —say, one to five years. 

This brings us to savings funds. 
Analysis of the bank’s deposits proba- 
bly brings to light some savings 
accounts that are unusually large, and 
these have been taken into considera- 
tion in the determination of our 
excess deposits. It is only the true 
savings account with which we are 
now concerned; the account which is 
constantly built up through small 
additions over a period of years, and 
which, by its very nature, is of the 
most stable character in the bank. 
Funds from this source can properly 
be employed in bonds, predominantly 
of longer term, selected for income, 
although subject to the same reserva- 
tions which apply to the holdings of 
longer term bonds against working 
deposits in our commercial depart- 
ment. A well-diversified savings list 
will include governments, municipals, 
rails, and utilities, staggered as to 
maturity. Industrials are omitted, as 
very few are admissible under con- 
servative standards. This is further 
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borne out by the fact that few qualify 
under our laws as legal investments for 
savings funds. 

As concerns public funds and other 
special deposits — public funds are ordi- 
narily a demand liability, and should 
accordingly be treated in the same 
manner as any other account in our 
commercial department. Other special 
deposits should be covered by assets 
of a maturity approximating the 
maturity of such deposits. 

Thus far, we have explored the 
various principles which go to make 
up a sound investment policy, and 
have seen how they apply. It seems 
now in order to dwell for a moment on 
the subject of the selection of bonds for 
bank investment. The policy here set 
forth precludes anything other than 
quality bonds. However, in order to 
apply the tests for quality, we must 
be able to obtain adequate information. 
There was a time when it was truly 
difficult, if not impossible, to obtain 
the necessary, essential facts concern- 
ing a security. Today this is not 
true, and for the most part, we can 
readily obtain such _ information 
through many sources. In those in- 
stances where we are unable to obtain 
all of the essential facts which we 
consider necessary to appraise a bond 
as to quality, let us have nothing to 
do with it. Moreover, when in posses- 
sion of essential facts, and upon their 
examination there is the least doubt as 
to whether the security will qualify, 
let us give ourselves the benefit of 
that doubt and pass it up. 


HIS discussion would not be com- 

plete if some reference were not made 
to the allied and very important sub- 
ject of reserves. There are inherent 
risks in the banking business no matter 
how carefully and conservatively it is 
conducted, and therefore there are 
going to be losses, for which reserves 
must be provided. Income from our 
earning assets, which are subject to 
losses, is the only source of reserves — 
reserves must be built from income. 
After the payment of operating ex- 
penses, such as salaries, taxes, amorti- 
zation of building and equipment, and 
bond premiums, we arrive at our net 
operating income. It is principally 
out of this figure that we must provide 
reserves, before payment of any divi- 
dends. Many banks today, in addi- 
tion to setting aside periodically out 
of income a fixed amount for reserves, 
make it a practice to over-amortize 
their bonds before arriving at the net 
income available for dividends, in 
which case this net income figure may 
be said to be under-stated. But is it 
understated? With bond prices at a 
high level today, who is there who can 
say that the income from bonds pur- 
chased at this level is truly income, 
and can be dealt with as such? If 
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later the bond in question has to be 
sold, and there is a loss over and above 
the interest earning, then it becomes 
obvious that whatever income was 
taken up on it was really not earned at 
all. It might be said that over-amorti- 
zation of bond premiums is just an- 
other method of providing reserves. 
This is quite true, but it is important 
that in providing periodic reserves out 
of net income, the net income figure 
represents the true picture so far as 
possible. Otherwise, if what is re- 
garded as net income tends to increase, 
instead of providing greater reserves, 
we might think we were justified in 
paying larger dividends, which later 
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events might prove were not war- 
ranted. In the normal course of the 
bank’s operations, there may be profits 
from the sale of bonds or other assets — 
these, too, belong in reserves. The 
question may be asked: At what point 
should reserves be judged to be suf- 
ficient? This can be answered by say- 
ing that when we are sure that we 
have sufficient reserves to provide for 
all contingencies, let us increase them 
by another 50 per cent, and maybe 
then we may be close to that mil- 
lennium which every bank is striving 
to attain. If carried as a deduction 
from the asset side of our ledger, rather 
than as an addition to the capital 






























Ohio’s Largest Commercial Bank and Trust Company 
53 Banking Offices . . . over 600,000 Deposit Accounts 
CONDENSED STATEMENT OF CONDITION, DECEMBER 31, 1937 
ASSETS 
Cash on Hand and in Banks . . $ 91,950,024.88 
United States Government obligations, ‘azect anil 
fully guaranteed. 116,749,395.98 
State, Municipal and Other Bonds and lnseoemenes, 
including Stock in Federal Reserve Bank, less 
Reserves e 13,113,545.06 
Loans, Discounts and Aden, less Reserves ‘ 140,757,458.13 
Banking Premises . . ‘ 5,908,597.65 
Other Real Estate, less Reserves ea 11,216,950.23 
Interest and Earnings Accrued and Other Resmusee 3,197,783.31 
Customers’ Liability on Acceptances and Letters of 
Credit Executed by this Bank . ik th oe 8 2,195,231.03 
Total . $ 385,088,986.27 
LIABILITIES 
Capital Notes . $ 14,137,500.00 
(Subordinated to Depestes and Other Liabilities) 
Capital Stock . ‘ 13,800,000.00 
Surplus and Undivided Profits 4,150,176.32 
$ 32,087,676.32 
Reserve for Taxes, Interest, etc. . 1,399,700.06 
DEPOSITS 
Demand - $155,608,734.51 
Time . ‘ 174,354,478.95 
Estates Trust Deperument 
» sense é ; 11,731,236.92 
rate Trust aren 
oa erred) . 5,523,625.37 
$ 347,218,075.75 
Other Liabilities 2,188,303.11 
Acceptances and Lowers of ‘Credit ‘Executed for 
Customers . oc My 2,195,231.03 
“Total . 5 $ 385,088,986.27 
MEMBER MEMBER 
FEDERAL RESERVE CLEVELAND CLEARING 
SYSTEM HOUSE ASSOCIATION 
Member Federal Deposit 
Insurance Corporation 














account, and thus show in our general 
set-up, reserves will be more flexible 
and can be more readily dealt with. 

Of course, income, not profits, is 
the object of bank bond investment. 
Quite aside from the fact that trading 
a bond account for profit is not con- 
sonant with sound banking practice, 
there is always the risk that if tempo- 
rarily successful, the trader may be 
deluded into thinking that he can 
“‘beat the game” and this may be the 
road to serious loss. There are only 
two good reasons for selling a bond — 
first, because of a need for cash; 
second, because securitywise we are 
not satisfied to continue with the 
investment. In either case, a profit 
may result. However, selling a bond 
simply because the market price ex- 
ceeds our cost is wrong in principle. 
In the ordinary case, the resulting 
profit is not a profit at all, for if the 
funds are reinvested in the same 
market, the net result is merely a 
write-up of the investment. Thus the 
“profit”? amounts to nothing more than 
the sale of future income. 

In conclusion, we should recognize 
that in the long run it is not possible 
to “‘beat the game,” either through 
stinting on quality or playing the 
swings of the market. We should 
formulate and adopt a definite invest- 
ment policy founded on sound and 
recognized banking principles, and 
stick to it. 


A Clutchbill Loan 
Yields a Snow Boat 


(From page 19) examined Mr. Clutchbill 
with his three honest front teeth. 

Mr. Clutchbill drew his hand out of 
his pants pocket. He handed Mr. 
Bannister a key. “It’s to the old 
barn up on the Hank White farm. A 
Frenchman was renting the place, but 
he’s gone, leaving me a little boat 
thirty feet long I want moved to 
Rutlington on Lake Champlain. Think 
you can haul her up there seventy 
miles with your car?” 

Cal felt of his chin, looked earnestly 
at his pipe and then got up and 
examined Mr. Clutchbill more closely. 
“Did you say the boat is thirty feet 
long?” 

Mr. Clutchbill nodded. 


“Well,” hesitated Cal, “I can try. 


| Maybe if I can get enough mud-hooks 


on my tires I could keep her going 
now the road is iced over. I’d have 
to do it in the middle of the night, too 
many cars to pass in daytime.” 

“Just what I want. I'll go with 
yuh. You'll have to take up some 


jacks and get her on some old, heavy 
And she’ll have to come 
We may 


sled runners. 
off the barn floor on rollers. 
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have to camp along the way, but 
there’s a cabin on the boat so you’d 
better put in a little stove.” 

Cal bent his head sidewise and 
brushed his mustache in very deep 
thought. 

“Don’t let anyone know what 
you’re doing. When you’re ready to 
hook on, send word and we’ll pull out 
together.” 

“T’ll get right at it and warn yuh,” 
agreed Cal. 

Only two days went by before both 
men met at high midnight at the 
White farm. Mr. Bannister already 
had the cruiser mounted on sled 
runners and proper cedar fence post 
rollers under the runners to get her off 
the barn floor. After Mr. Bannister 
fastened his car to the tongue of the 
front sled and started forward, ten 
mud-hooks to each hind wheel, the 
cruiser trundled over the barn floor 
on her rollers, left them and plunged 
down the barn floor platform causing 
Mr. Bannister’s engine to hum like a 
hundred beehives. 


LTHOUGH Mr. Bannister had no 

nautical attire, Mr. Clutchbill had 
provided himself with a naval officer’s 
cap from the garret. During the war 
of 1812 one of Mr. Clutchbill’s family 
left for the navy fully clothed; all 
that came back was a naval cap which 
looked as though it had been designed 
for Admiral Farragut, it being high- 
posted and like a chef’s cap except 
that it had a visor. 

It was impressive to watch Mr. 
Bannister put his car in low and like 
a half-drowned tomcat creep with the 
cruiser across the forty rods of farm 
road and gain the main highway where 
a further tightening of hitches was 
made. 

When Mr. Bannister came in out 
of the winter starlight, settled himself 
behind the wheel, rubbed his hands 
and got his corncob fired he admitted 
to Mr. Clutchbill he had forgot to fix 
a tail light and they might expect 
trouble if they ran into a traffic 
cop. 

“It rests in the fingers of the gods,” 
said Mr. Clutchbill lightly, consider- 
ably buoyed up by his naval cap. 

The night being cold and the road 
glassy for the sled runners, the caravan 
advanced at greater and greater speed 
as confidence grew that the outfit was 
holding together. Three slumbering, 
dogless villages were passed without a 
challenge, and as they careened out 
onto the more level stretches of the 
lake country Cal got the caravan 
rolling fifty miles an hour at times. 
When they neared Rutlington on the 
lake, however, they occasionally passed 
cars. Mr. Bannister plowed straight 
ahead until, suddenly, a car whisked 
ahead of them, barred the road with 
a big tail-light on which were the 
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unmistakable red letters “Stop.” 

“It’s a patrol car,” uttered Cal in 
alarm. ‘‘We’re sunk!” 

Without a word Mr. Clutchbill 
scrambled out of the car, climbed up 
on the ghost-like cruiser and hid in 
the cockpit. 

‘“‘Where’s the tail light on this 
outfit?” yelled an angry voice. 

““Ain’t she workin’?”’ came _ the 
voice of Cal, dripping with wonder. 

‘*‘Naow, she ain’t! Drive this outfit 
off the road and stop! !”’ 

““What’s all this?”’ yelled Mr.Clutch- 
bill, rearing up in the cockpit and 
facing a flashlight with his 1812 naval 
bonnet. 





“The state patrol!’ came back 
from the road. 

“You haul off and get out of our 
way. This is a government vessel!’’ 
yelled Mr. Clutchbill, not forgetting 
it was the property of the Ferndale 
National, a child, at least, of the 
government. 

A light played over the cruiser. 
‘‘What are yuh talkin’ about . . . she 
ain’t marked!” 

“Can’t yuh see she’s got only her 
priming coat on?” asked Mr. Clutch- 
bill, pulling his naval cap to a rakish 
angle as the spotlight hit him in the 
eye. “This vessel goes forward to 
the boatyard on the lake!” 
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Cal was under way again. 

They made the last hill, crept down 
the streets to the boatyard and rode 
the caravan out a few rods on the lake 
ice. It was then three o’clock in the 
morning. Mr. Clutchbill and Cal 
walked rapidly to the railway station 
for warmth and a pot of hot coffee. 
Returning they gathered in some wood 
about the docks, went out to the boat 
and set the tiny stove in the cabin 
alight. The warmth finally made them 
drowsy. 

Some hours later on the western 
horizon a night-purpled Adirondack 
peak put on a crown of gold. A pale 
pink flush filled the sky. Ten miles 
away on the New York shore a 
diamond began to sparkle where a 
cottage window caught the sun. The 
little white lighthouse at the end of 
the breakwater turned to amber. 
Mr. Clutchbill woke up. So did Calvin 
Bannister. 

“Cal,” uttered Mr. Clutchbill, look- 
ing out over the mysterious distances 
of the great lake, “‘why are we spend- 
ing our lives pinched in a mountain 
valley?” 

“TI ain’t the least idee unless it’s 
because we ain’t smart enough to 
get out.” 

“There’s wind coming from the 
South,” said Mr. Clutchbill suddenly. 
“I’m a good mind to rig this boat 
with a sail. She’ll sell better.” 

“Sail! the lake’s all ice yet!” 

“She’d be a going concern as an 
ice cruiser, with her warm cabin. We 
could get two dollars a round trip to 
Port Sable and back.” 

“She won’t move an inch on this 
ice; she’s too heavy.” 


BY noon that day, however, Mr. 
Clutchbill was the possessor of a 
heated cabin-ice-boat. The trans- 
formation had been accomplished 
through superhuman efforts by Cal 
Bannister and a Mr. Whooper who 
owned a boatyard in which was a part 
of every boat, water or ice, designed 
since 1825. Moreover, Mr. Clutchbill 
had had painted on the cruiser’s bow 
“Snow Boat.” And there she lay at 
the head of the slip securely fastened to 
the chassis of a huge and ancient ice 
boat. A mast had been stepped in 
the cruiser, and an old gaff-rigged 
mainsail and jib held daringly aloft 
425 square feet of mildewed canvas. 

It had caused considerable interest 
along the docks as the boat took form 
during the morning. A small crowd 
had grown to a larger one as news 
went uptown. 

Just before Mr. Clutchbill and Cal 
left for the railway station for their 
midday meal Mr. Clutchbill mounted 
the cruiser, pulled his naval bonnet 
over one eye and announced at the 
top of his voice: 

‘“‘Ladie-es and gent-teel-men, at 
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1 P.M. the Snow Boat will make a 
trial run around the breakwater! 
Then regular trips will be made across 
to Port Sable! Ride a mile-a-minute 
in a heated cabin! The thrill of an 
airplane for only $2 a round trip! !”’ 

At exactly 1 P.M., as advertised, 
Mr. Clutchbill, Mr. Bannister and 
Mr. Whooper struggled through a 
crowd of spectators, climbed up into 
the cockpit of the red cruiser with 
her sail shivering in a strong south 
breeze. 

Mr. Whooper trimmed the main 
and jib sheets, belayed them, seized 
the tiller and ordered some of the 
nearest members of the crowd to “‘just 
boost a wee mite on her.” 

She slid away. The sails filled. 
She picked up speed rapidly on a 
straight run down inside the break- 
water. The crowd sent up a wild 
cheer. Mr. Clutchbill took off his 
cap gracefully, bowed, abruptly lost 
his balance and staggered back into 
the cockpit. 

A mile away it was inspiring to see 
her come around on a broad curve to a 
close-hauled position where she flew 
like a ghost beyond the breakwater on 
the broad lake, then came about and 
made for the docks. The crowd ran 
like a herd of rabbits for the shore 
as she bore down, histed up her wind- 
ward runner, shot into the wind and 
finally brought up with rippling sails. 

There was a stampede for her. 
Mr. Clutchbill would allow only an 
even dozen on board for the initial 
trip. He said nothing further about 
Port Sable. On the trial run Mr. 
Whooper was not able to assure him 
they could stop this side of Ottawa. 

“How far exactly is it,” he had 
asked Mr. Whooper, “‘to Port Sable?” 

“It was measured on the ice in 
1832,” stated Mr. Whooper, opening 
and closing his wrinkled jaw, “‘and 
found to be 9 miles and 200 rods. 
It’s them last 200 rods that’s worrin’ 
me.” 
“You mean it'll be tough stoppin’ 
her?” 

“Maybe. I never handled a cabin 
ice boat with a full thirty-foot sloop 
rig before. She’ll be on a broad reach 
all the way; a boat goes fastest on 
that point.” 


HE Snow Boat with filled cabin 

moved out on her first regular run. 
She cleared the north end of the break- 
water, the horizon with rippling back- 
bone began to skim by. Three miles 
out the full blast of a wind which 
must have started from Denver hit 
them. Mr. Bannister helped Mr. 
Whooper hold the tiller. The oak 
stick bent like a Mohawk arrow shaft. 
Water ran out of the eyes of the three 
men in the cockpit. Suddenly they 
hit a snowdrift which exploded like a 
bomb. When the sun came out again 


Mr. Clutchbill’s goatee looked as 
though it had been dipped in a flour 
barrel. Cal and Mr. Whooper were 
painted for the movies. The cabin 
door opened a crack. Several pairs of 
arched eyebrows stared out. The 
door closed. 

Mr. Clutchbill became aware Mr. 
Whooper would have a word with 
him. Pulling himself along the cockpit 
coaming he held an ear to the skipper’s 
mouth. 


31 


“‘We must be goin’ 150 miles an 
hour,” trickled into his ear. 

Mr. Clutchbill nodded although he 
had estimated they were doing 325. 

“Think you can stop her?’ he 
screamed back. 

Mr. Whooper histed his shoulders 
and snow-feathered eyebrows doubt- 
fully. 

Going by instinct absorbed from 
sixty years on the lake, Mr. Whooper 
began to come about blindly. Sud- 
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denly the dock at Port Sable zipped 
past only two rods away. 

Mr. Clutchbill stuck his head in 
through the cabin door. 

“Port Sable!’ he yelled. ‘“‘Change 
for Labrador and Hudson Bay!” 

No one got out. 

Mr. Clutchbill went into the cabin 
and collected twelve fares of $2 each. 
He informed the customers they had 
made 125 miles an hour but there was 
talk of letting her out on the return. 

The customers explained to Mr. 
Clutchbill that if he slowed down to 
ninety he would get better advertising 
in case they reached Rutlington alive. 

Advertising was what Mr. Clutchbill 




















wanted. Word was passed to Mr. 
Whooper who fetched them back in 
safety, cut a curve on two runners and 
stopped at the Rutlington docks. The 
cabin emptied, the riders bragging 
right and left of the speed amongst 
the crowd. 


UDDENLY a man pushed through 

and squirmed like a squirrel up into 
the cockpit. 

“Who owns her?” he demanded. 

Mr. Clutchbill pulled his naval cap 
over one eye and touched his breast. 

“Look here,” said the man leaning 
under Mr. Clutchbill’s ear. “I’ve 
skinned both elbows and loosened a 
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STATEMENT OF CONDITION 
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: Mercantile-Commerce 
: Bank and Trust Company 
| 


Locust ~ Eighth~ St. Charles 
St. Louis 


=} DECEMBER 31, 1937 


| THE RESOURCES 
: Cash and Due from Banks ..... 
| 
| 
| 


(Pledged). .. .$ 7,971,091.07 
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$48,386,734.55 | 
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54,868,371.38 $103.255,105.93 
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(Unpledged) .. 46,897,280.31 
Other Bonds and Securities— 
(Pledged). ... None 


| (Unpledged) . . $22,164,611.45 $22,164,611.45 





















































































8,595,196.03 
| 


Real Estate Loans. ....... yee 7.596,961.98 
PENN 6 68sec ceeeeRes 17,163,686.33 — 55,520,455.79 
Stock in Mercantile-Commerce Company .... ... 6,500,000.00 | 
(As authorized by the Banking Act of 1933, the Mercantile- | 
| Commerce Company is a wholly-owned subsidiary of this | 
| Bank, with no Liabilities. Its Assets consist entirely of U. 
S. Government Obligations, carried at par.) 
Stock in Federal Reserve Bank in St. Louis ..... 384,000.00 | 
Real Estate (Company's Building)........... 2,400,000.00 | 
! ee ED WHEE 96 ¢ cheweesenien awe we 600,000.00 | 
| Other Real Estate (Former Bank of Commerce Bldgs.) 1,500,000.00 | 
i | I ia Re a ages Oa ae a 3,197.90 
ll Customers’ Liability on Acceptances and Letters 
! P 
| a e660 66 owt R64 ee 200,528.95 | 
Ce ED 08 es 0 2 + 8.66 Hae O ee ES 50,271.09 
$170,413,559.66 || 








THE LIABILITIES 


eee eee ee eee eee eee ee eee 





Capital Stock 
Pee See eT eee ee ee oe 
Undivided Profits .......... $2,567,746. 36 
Reserve for Dividends Declared 300,000.00 
Reserve for Contingencies ............2206 
Reserve for Interest, Taxes, etc 
ED kb kh ac eee 6 58 eo oed Meee 
Bank's Liability Account Acceptances and Letters 
re ee rg ee ern eee 
Deposits, Secured: Public Funds . $ 9,476,754.80 
Other Deposits, Demand .... 110,942,174.35 
Other Deposits, Time 
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583,000.00 
2,937.85 


200,528.95 
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tooth learning to ski in the mountains. 
Before I go back to New York I want 
to get a little snow sport in a com- 
fortable way. What’ll you take for 
her?” 

“She’s pulling $24 a trip. 
should I sell her?’ 

“How about $200?” 


Why 


“Naow. I couldn’t let her go 
under $800. Nothin’ like her in 
America.” 


“T’ll give you $300.” 

“This boat can be used summer and 
winter, and no fuel. I ain’t going to 
give her away.”’ Mr. Clutchbill backed 
off. ‘‘All aboard for Port Sable!’ he 
suddenly yelled to the crowd. 

“Four hundred!’’ shouted the man, 
grabbing at Mr. Clutchbill with both 
hands. 

‘Real money?” asked Mr. Clutch- 
bill. 

The man’s hand shot to an inside 
pocket. It came out with a book of 
Travelers’ Cheques. 

“All right!’ nodded Mr. Clutchbill. 

The old director took the cheques 
as they were signed. “Mr. Whooper 
will teach you to run her for a reason- 
able fee, I imagine. Come on, Cal.” 

The highest street in Rutlington is, 
if the truth be known, the scene of 
many mental struggles. Here both 
visitors and natives of the hinterland, 
bewitched by the brilliant majesty of 
Lake Champlain, stop their cars and 
try to resign themselves to the idea 
of leaving it. Here Cal and Mr. 


| Clutchbill stopped and looked back. 


Far to the West across the lake the 
peaks of the Adirondacks stood in 
royal purple with shafts of lilac light 
playing amongst their folds. Behind 
them a sunset burned like a mighty 
forge. 

Mr. Bannister sat motionless, an 
unlighted match in one hand, his pipe 
in the other. Mr. Clutchbill’s goatee 
and nose were on the window pane 
looking west. 

“Hrrm,” said Mr. Clutchbill and 
continued to gaze. 

“See anything of our boat?’”’ asked 
Mr. Bannister wistfully in the solemn 


stillness. 


Mr. Clutchbill shook his head. 
“Cal, I wish we hadn’t sold her.”’ 


Court Decisions 


(From page 21) than the daughter.” 


| (Demasi vs. Whitney Trust and Sav- 


ings Bank, 176 Southern Reporter, 
703.) 


City Deposits 
A bank selected as depositary of 


| city funds filed with the city a bond 


providing, among other things, that 
the bank “shall faithfully pay all such 
orders as shall be drawn upon the 
treasurer of the city and shall pay 
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the same only on the order of the 
officers duly authorized.” 

A section of the city charter provided 
that the city treasurer “‘shall pay out 
moneys only upon drafts signed by 
the mayor and countersigned by the 
city clerk and by the officer or by) 
the president of any board or com-| 
mission entitled to draw the same, 
and countersigned by its secretary.” 
It was further provided that the city | 
treasurer should prepare and furnish 
to the proper officials a uniform form 
of draft and that no official should use 
any other form of draft for the purpose 
of drawing city funds. 

The city treasurer misappropriated | 
city funds by means of seventeen | 
checks drawn on the depositary bank. 
None of these checks contained the 
signature or countersignature of any 
city official other than the treasurer. | 
The form of draft required by the! 
city charter was not used. The items | 
were either paid in cash or drafts were 
issued to fictitious persons or transfers 
were made to the city treasurer’s per- 
sonal account in the bank. 

Ultimately the city treasurer’s bonds- | 
man was obliged to make good these | 
misappropriations of the city treas- 
urer, and the bondsman by so-called 
“subrogation” brought action against 
the bank to recover the money paid 
out on the informal checks drawn by 
the city treasurer. The New York 
court decided that the bond given by 
the bank to the city constituted a 
contract between the bank and the | 
city and that under this contract the | 
bank was liable for paying out city 
funds except on a city draft in the 
prescribed form and meeting the 
requirements of the city charter. 

““A form of draft to meet the 
requirements of the city charter,” 
said the court, ““was adopted by the| 
city before the contract with the| 
depositary bank was made. Drafts 
drawn on this form were used by the | 
city during the period of the mis-| 
appropriations and were paid by the| 
bank when signed by the treasurer | 
and signed and countersigned by other | 
city officials as required for legitimate 
city expenditures. Checks or drafts 
drawn upon accounts in the bank 
without being in the required form or 
having the required authorization must 
be deemed incomplete and improperly 
drawn where the bank knew, or ought 
to have known, prior to the payment, 
of the required form and necessary 
signatures. 

“Payment by the bank upon such 
incomplete and improperly drawn 
checks without inquiry as to their 
authenticity, leaves the bank without 
defense for diversion of the funds when 
inquiry or knowledge would have 
prevented the loss. By permitting the 
city treasurer to make the withdrawals 
from the several accounts without 
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CONTINENTAL ILLINOIS 
NATIONAL BANK AND 
TRUST COMPANY 


OF CHICAGO 


Statement of Condition, December 31, 1937 


RESOURCES 


Cash and Due from Banks 


$ 366,106,553.64 


United States Government Obligations, 


Direct and Fully Guaranteed 
Other Bonds and Securities 
Loans and Discounts 
Stock in Federal Reserve Bank 


Customers’ Liability on Acceptances 
Other Banks’ Liability on Bills Purchased 
Income Accrued but Not Collected 


Banking House 


Real Estate Owned other ans Sushing 


House 


487,578,441.74 
46,457,830.05 
209,465,219.67 
2,730,000.00 
833,205.42 
11,297.07 
3,054,779.68 
13,200,000.00 


3,742,709.64 





$1,133,180,036.91 


LIABILITIES 


Deposits . 
Acceptances 


Other Banks’ Bills —_— - Sold 
Reserve forTaxes, Interestand Expenses 
Reserve for Dividend on Preferred Stock 


Reserve for Contingencies 


Income Collected but Not Earned . 


Preferred Stock 
Common Stock . 
Surplus 
Undivided Profits 


$1,006,694,791.43 
836,481.59 
11,297.07 
4,812,771.93 
437,500.00 
13,366,322.94 
399,852.52 
35,000,000.00 
40,000,000.00 
17,500,000.00 
14,121,019.43 


$1,133,180,036.91 








United States Government obligations and other securities carried at $75,3 18,993.64 
are pledged to secure public and trust deposits and for other purposes 
as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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All sizes and types, ranging from 16-inch 


bench lever cutter to massive 36-inch power 


cutter. For all paper cutting 


requirements 
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formally executed drafts and to apply 
the city’s money to his own use, by 
way of certificates of deposit and other- 
wise, the bank aided and abetted the 
thief in stealing the funds. It is not 
material that it did not knowingly 
participate in the theft. Its neglect of 
duty left the thief in position to steal 
and aided the misappropriation.” (Fi- 
delity and Casualty Company vs. 
Farmers National Bank, 9 North- 
eastern Reporter, Second Series, 833.) 


Fictitious Payee 


Sometimes, where a _ check has 
passed from one state to another, it is 








difficult to determine the legal rights 
and liabilities of the parties to the 
check, especially where the laws of 
the several states involved are in 
conflict. 

Such a case was recently decided in 
New York. An employee of an Illinois 
corporation who had the authority to 
sign checks for the corporation dis- 
honestly signed the corporation’s name 
to a check drawn to the order of a 
fictitious payee. This was done in 
Illinois. The check was drawn on a 
New York bank, which paid it when 
presented. The corporation whose 
check it was had no knowledge of the 
transaction until after the check had 





NATIONAL BANK 
OF DETROIT 


Statement of Condition, December 31, 1937 


RESOURCES 


Cash on Hand and Due from 
Other Banks . 

United States Government Obli- 
gations, direct and/or fully 
guaranteed . . . 

Other Securities ‘ ° 

Stock in Federal Reserve Bank . 

Loans and Discounts 

Real Estate Mortgages . 

Overdrafts * * 

Real Estate (24 Branch Bank 
Buildings) . . 

Accrued IncomeReceivable—Net 

Customers’ Liability Account of 


Acceptances and Letters of 
Credit . . .« ° 


TOTAL RESOURCES . 


$148,695,638.57 


198,000,658.55 
11,248,698.84 
750,000.00 
66,311,852.62 
9,154,556.27 
48,698.44 


795,483.84 
882,887.99 


. . 1,760,197.43 
$437,648,672.55 





LIABILITIES 


Deposits: 


Commercial, Bank and Savings $358,482,665.46 


U. S. Government . 
Treasurer—State of Michigan 
Other Public Deposits 
Capital Account: 
Preferred Stock (Paidin) . 
Common Stock 
(Paid in $5,000,000.00— 
Earned $2,500,000.00). . 
Surplus (Paid in $5,000,000.00 
—Earned $2,500,000.00) 
Undivided Profits (Paid in 
$2,500,000.00—Earned 
$1,446,932.57) . 


Reserve for Common Stock Dividend No. 7, Pay- 


able February 1, 1938 
Reserves 


Our Liability heat of Acceptances a and Sindee 
of Credit ° 


TOTAL LIABILITIES 


9,176,503.77 
11,289,410.43 


26,657,245.08  405,605,824.74 


10,000,000.00 


7,500,000.00 


7,500,000.00 


3,946,932.57 28,946,932.57 


375,000.00 
960,717.81 


1,760,197.43 
+ $437,648,672.55 





United States Government Securities carried at $34,850,000.00 
in the foregoing statement are pledged to secure public and 
trust deposits and for other purposes required by law. 
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Member Federal Deposit Insurance Corporation 
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been paid. The corporation then sued 
the New York bank in the New York 
courts for paying a check drawn to 
the order of a fictitious payee. 

The New York court pointed out 
that if the New York law be applied 
to the case, the corporation would be 
entitled to recover from the bank 
under these circumstances. 

“On the other hand,” continued the 
court, “if the Illinois law controls, the 
plaintiff is not entitled to recover in 
view of the fact that the statutes of 
Illinois provide that an instrument is 
payable to bearer ‘when it is payable 
to the order of a fictitious or non- 
existent or living person not intended 
to have any interest in it, and such 
fact was known to the person making 
it so payable, or known to his em- 
ployee or other agent who supplies the 
name of such payee.’ ”’ 

After reviewing previous New York 
decisions on this question, the court 
concluded that the New York law on 
the subject is “unsettled” and decided 
to apply the rule laid down in Section 
336 of the Restatement of the Law in 
regard to Conflict of Laws. This 
section reads: 

“The law of the place of contracting 
determines whether a mercantile in- 
strument is negotiable, whether it is 
duly executed and delivered, whether 
it is valid without consideration, and if 
not whether consideration has been 
given.” 


NDER this rule the New York court 

held that the case was governed by 
the Illinois statute, and inasmuch as 
the Illinois law holds that an instru- 
ment payable to a fictitious payee is a 
bearer instrument, as above quoted, 
the New York bank was justified in 
paying the check as if it were a bearer 
instrument. Thus, the corporation 
could not recover from the bank. 

The court pointed out that the 
decisions on this point have varied 
greatly. It has been held that the 
legal validity and effect of a negotiable 
instrument is to be determined by the 
law of the state in which the instru- 
ment is executed and signed. Again, 
some courts have felt that the law of 
the state where the instrument is 
delivered by the drawer should control. 
Another view is that a check or note 
executed in one state and payable in 
another is governed by the laws of 
the state where it is payable. 

Surely, here is a constructive oppor- 
tunity for banks to work for uniformity 
of legal interpretation. The Restate- 
ment of the Law as quoted by the 
New York court is a step in that 
direction. In the meantime, however, 
banks faced with this question of 
checks and other instruments passing 
from one state to another, should make 
sure of their legal ground in handling 
such paper. (Swift and Company vs. 
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Chemical Bank and Trust Company, 
299 New York Supplement, 105.) 


Depositor’s Employee 


Over a period of five years a cor- 
poration’s bookkeeper had stolen up- 
wards of $56,000 by a very ingenious 
device. He placed a rubber stamp 
endorsement on checks payable to his 
employer, listed these checks on a 
deposit slip and handed them to the 
bank’s teller with the pass book. 
However, he obtained cash immedi- 
ately for some of the checks, and an 
appropriate notation was made on the 
deposit slip. The entry in the pass 
book showed only the net amount of 
the checks actually deposited. The 
net amount of such deposit was also 
shown on the monthly statement fur- 
nished the depositor. Nowhere, ex- 
cept on the deposit slip, was there any 
indication that some of the checks 
had been cashed. 

When this fraud was finally dis- 
covered by the corporate depositor, it 
brought suit against the bank for the 
money thus obtained by the corpora- 
tion’s employee. The principal de- 
fense made by the bank was that by 
reason of its submission to the cor- 
poration of regular monthly statements 
of its account throughout the years 
during which the funds had been 
diverted, coupled with the failure of 
the corporation to raise any objection 
to the correctness of such statements, 
the corporation depositor could not 
now maintain an action against the 
bank, when the corporation knew or 
by reasonable diligence should have 
known of its employee’s defalcations. 

Quoting the rule on the question of 
a depositor’s duty to examine the 
statements of account furnished by 
the bank, the Federal Court in this 
case said: 

“‘Under the Federal cases a depositor 
owes his bank the duty to examine the 
statements of account furnished by 
the bank and report errors which he 
discovers or should discover without 
unreasonable delay. A depositor is 
charged with notice of what a reason- 
able examination would reveal. When 
a depositor’s agent, permitted to 
examine the bank’s statements, is the 
same person who embezzled from the 
account, the Federal cases do not 
absolve the depositor. A depositor, 
it is true, is not charged with the 
knowledge which his dishonest agent 
has, but he is charged with knowledge 
of such facts as a reasonable examina- 
tion by an honest agent would disclose. 

“But the Federal cases also hold, 
and this appears to be accepted in 
American jurisdictions, that if a bank 
is negligent in detecting the fraud, or 
where the bank fails to observe a 
limitation on the agent’s drawing 

power, the depositor may recover from 
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Condensed Statement of Condition as at close of business 
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RESOURCES 

Cash and Due from Banks ....... 
U. S. Government Securities ...... 
State and Municipal Bonds....... 
Stock of Federal Reserve Bank .... 
GR IONS fon. & aks, . 3 se 
Loans, Bills Purchased and 

Bankers’ Acceptances ......... 
PINE 60) ome 6) 1 $5 o.5'e eed oto 
UND. 5 a ao eus 2 oe we 6 
Other Real Estate Equities ...!... 
Customers’ Liability for Acceptances . 
Accrued Interest and Other Resources 


LIABILITIES 
Preferred Stock .... $ 9,421,020.00 
Common Stock ..... 32,998,440.00 
Surplus and 
Undivided Profits .. 45,129,356.66 
PRNIROE oa os ei. Gusev aera male eo6' 


Common Stock Dividend 

(Payable January 3, 1938) ...... 
Preferred Stock Dividend 

(Payable January 15, 1938) ..... 
Outstanding Acceptances ........ 
Liability as Endorser on Acceptances 

SM POCCHIN TNS. 66s ks cc es 
are pias 


Principal Office: 55 Broad Street, New York City 


64 BANKING OFFICES IN GREATER NEW YORK 
European Representative Office: 1, Cornhill, London, E. C. 3 


Member Federal Reserve System 


$222,004,463.06 
134,970,507.10 
15,090,421.68 
2,263,950.00 
59,260,878.26 


231,644,434.12 
27,300,400.70 
14,046,267.38 
5,325,340.96 
17,567,568.17 
2,379,044.33 


$731,853,275.76 


87,548,816.66 
10,799,751.65 


824,958.00 


235,525.50 
18,470,206.85 


3,681,487.32 
610,292,529.78 


$731,853.275.76 


Member New York Clearing House Association 
Member Federal Deposit Insurance Corporation 


Both Common and Preferred shares have a par value of $20 each. 
The Preferred is convertible into and has a preference over the 
Common to the extent of $50 per share and accrued dividends. 


























A SELECT SCHOOL © 


A business School with University 
Atmosphere requiring high school 
graduation and character refer- 
ences from every student. Owned 
by educators of national promi- 
nence. You can choose between 





WHY PAY MORE? 


for permanent record storage. 
Check size, 30¢; Tab size, 29¢. 
Drawer and non-drawer file 
boxes and binders in any size or 
quantity. 

Binders, as lowas $2.00 perdozen. 
For complete list, write direct to 





the cultural and social advan- 
tages of Washington or New York 
City. Secretarial training of col- 
lege grade. Extraordinary em- 





ployment service. 
THE WASHINGTON SCHOOL 
Bldg., 
RTS FOR 
251 Park Ave. C/ECRETARIES 
NEW YORK, N. Y. 


Pott OKLAHOMA 
BILTMORE 


OKLAHOMA CITY 


suificient number of rooms are 
available at this rate to supply the 
domand. 
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The Factor speaks: 


Inancient Babylon the New 
Year was a festival dedicated 
to what the priests proudly 
announced as “‘the fixing of 


the destinies,’’ during which 






hist *, the gods decided in advance 
eal . what were to be the events dur- 
sep : ing the next twelve months, 

a. . Business men today endeavor 

a i to carry on something akin 

to this time honored custom 

by forecasting the immediate future and 
striving in the early days of the year to place 
their respective houses in order. Current 
conditions often make it desirable for the 
manufacturer or merchant to obtain addi- 
tional working funds and to strengthen his 


credit structure. A factor supplies all working 
funds as needed, does not interfere with man- 
agement, eliminates credit losses, and receives 
as a compensation for definite service a small 


percentage on the volume of business. 


“THE FACTOR’S ALMANAC”’ on request. 


James Talcott, Inc. 


225 Fourth Ave. 


; at ‘ i 


New York City 
1938 











Keeping abreast—and often 
ahead—of the times is the 
achievement of Employers Mu- 
tual that makes it sosatisfactory 
a connection for progressive 
Insurance buyers. Workmen's 
Compensation, Public Liabil- 


ity, Automobile and allied 
forms of Insurance are written 
by this strong, progressive Com- 
pany. Ask for proof of its 
advantages to you. 


EMPLOYERS MUTUAL 


LIABILITY INSURANCE CO. 


HOME OFFICE: WAUSAU, WIS. 
® 


Branch offices in the principal 
cities of the Middle West. Con- 
sult your Telephone Directory 



























electric power. 


vided by this institution. 
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Annual Output 
Five Billion Dollars 


During the period 1925-1933, New England’s fac- 
tories turned out products to an average value of over 
five billion dollars annually. Included in this total 
value were more than two and one-half billions 
annually spent for raw materials, fuel and 


To carry on manufacturing activities of 
these proportions, New England requires 
complete banking facilities such as are pro- 


THE NATIONAL 


Shawmut Bank 


WATER STREET > 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


BOSTON 
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the bank and will not be estopped 
despite his own failure properly to 
examine the bank’s statements. 

“In this case the bank admits that 
certain of its employees knew that 
the depositor’s bookkeeper was un- 
lawfully withdrawing the depositor’s 
funds. In view of such an admission, 
liability must be imposed on the bank. 
Even if there were no such admission, 
this court would be compelled to hold 
the bank liable because there has been 
clearly established gross neglect on the 
part of the bank in permitting the de- 
positor’s employee, who had no author- 
ity to withdraw, to withdraw any funds 
at all, and especially. in allowing him to 
do it in a way that would conceal such 
withdrawals from his employer. The 
bank must be charged with the knowl- 
edge of consequences so obvious. Even 
though the depositor may have been 
negligent, still the bank is liable if 
negligence upon its part is established.” 
(Mattison-Greenlee vs. Culhane, 20 
Federal Supplement, 882.) 


Set-Off of Partner’s Debt 


Where a partnership carries a de- 
posit account with a bank, may the 
bank set off against the partnership 
account a debt owing to the bank by 
one of the partners? 

This question arose in a recent New 
York case where the bank was in the 
hands of a receiver. A partnership 
had a substantial balance on deposit 
with the bank at the time it was taken 
over by the receiver. One of the part- 
ners was indebted to the bank on a 
note for about one-fifth the amount of 
the deposit account. The partner 
owing the money to the bank de- 
manded that the bank’s receiver apply 
enough money from the partnership 
deposit to pay the note. This was re- 
fused, and the question was eventually 
brought before the United States Dis- 
trict Court. 

**“A set-off,” said the court, “‘con- 
templates the right existing between 
two parties to set off their debts by 
mutual deductions. A joint demand 
may not be set off against a separate 
demand. A bank cannot apply the 
individual deposit of a partner to the 
satisfaction of a partnership debt. The 
cross-demands must be mutual, that 
is, given from one party to the other in 
the same right. The debt of a part- 
nership may not be satisfied by a set- 
off of an individual deposit by one of 
the partners. Similarly, the debt of 
one of the partners may not be paid by 
a set-off of a deposit belonging to the 
partnership.” 

While this case involved a closed 
bank, the principles of set-off as ex- 
plained by the court are applicable 
under ordinary conditions. The de- 
posit account of an individual may be 
set off against that individual’s debt to 
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the bank, because he both owns the 
account and owes the debt in the same 
right, that is, in his individual ca- 
pacity. It is fundamental to a set-off, 
therefore, that this condition of hold- 
ing the deposit and owing the debt “‘in 
the same right” exist at the time the 
set-off is made. (Hulse vs. Knapp, 20 
Federal Supplement, 137.) 


Payable To Bearer 


A negotiable instrument payable to 
the order of a named payee may by 
endorsement in blank become payable 
to bearer, as the United States Circuit 
Court of Appeals for the Fifth Circuit 
points out in a recent case. 

In the case before it, the holder of a 
note was endeavoring to enforce the 
note by suit in the Federal courts as 
“an instrument payable to bearer.” 
The court, while conceding that the 
instrument endorsed in blank by the 
payee might be payable to bearer 
under the Uniform Negotiable Instru- 
ments Law, thought this was not 
sufficient to enable the holder under 
the blank endorsement to bring suit on 
it as a bearer instrument under the 
Federal Assignments Statute. 

This case suggests that banks taking 
notes under blank endorsements or 
assignments of other documents, would 
do well to make sure that the bank is 
protected not only with respect to its 
substantial rights, but also in the mat- 
ter of convenient and effective pro- 
cedure in a proper court. In the case 
above recited, the holder of the note 
was unable to maintain his suit in the 
Federal court because of the technical 
question of Federal “‘assignment”’ juris- 
diction. (City of Stuart vs. Green, 91 
Federal Reporter, second series, 603.) 


Canadian Banking 


(From page 20) the Banque Canadienne 
Nationale and the Royal Bank of 
Canada, issued pre-annual meeting 
statements, the actual meetings tak- 
ing place in January. 

Reflecting the figures in all the 
reports, Jackson Dodds, general man- 
ager of the Bank of Montreal stated 
at the 120th annual meeting of his 
bank, in reference to the strong liquid 
position of his bank: ““This extremely 
strong position is beyond ordinary 
needs and reflects the fact that the 
demand of our customers for loans for 
commercial purposes is still consider- 
ably below normal... . Many of the 
factors contributing to the reduced 
demand for banking accommodation 
are not of a passing nature. On the 


other hand thanks to invention and 
scientific research, new industries are 
always coming into being, resulting in 
new sources of business for the banks.” 

Said the Royal Bank of Canada 





—— 















Bank of America 


National Trust & Savings Association 
CALIFORNIA’S ONLY STATEWIDE BANE 


Condensed Statement of Condition 
December 31, 1937 








SAN FRANCISCO 
1 POWELL ST. 








RESOURCES 
Cash in Vault and in 
Federal Reserve Bank ..... - $ 165,581,872.89 
Due from Banks. . .. . eo eee Ua 79,.388,884.94 
Securities of the United States 
Government and Federal Agencies . . 425,287.776.20 
State, County and Municipal Bonds. . . 81,052,575.53 
Other Bonds and Securities. . .... 44,211,027.29 
Stock in Federal Reserve Bank ... . 2,580,000.00 
Loans and Discounts . . ...... 630,668,810.81 
Accrued Interest and Accounts Receivable 2.735.821.42 
Bank Premises, Furniture, Fixtures = 
Safe Deposit Vaults .... . 35,369,954.94 
Other Real Estate Owned . ..... 2.239,658.90 
Customers’ Liability on Account of 
Letters of Credit, Acceptances and 
ke 6 Se. eS 0 23,386,618.99 
ge a 870,092.73 
TOTAL RESOURCES $1.493,373,094.64 
LIABILITIES 
es ne 4 Soe oe $ 50,000,000.00 
ee ee ae eee ee 36,000,000.00 
Wiereuied Peels 2. wt 6h tO eo 23,104,963.69 
RONSEVES. oo 2 © 0 ‘w 6 0 e ine 2.890,867.07 
Liability for Letters of Credit and as 
Acceptor, Endorser or Maker on 
Acceptances and Foreign Bills . 23,998,508.02 
DEPOSITS: 
Commercial $565,180, 178. 47 
Savings. . 792,198,577.39 1,357,378,755.86 
TOTAL LIABILITIES $1,493,373,094.64 


This statement includes the figures of the London, England, 
banking office: 12 Nicholas Lane, E.C. 4. 


MAIN OFFICES IN TWO RESERVE CITIES OF CALIFORNIA 


STATEWIDE 


491 Branches Serving All California 


LOS ANGELES 
660 SO. SPRING ST. 


MEMBER 
FEDERAL DEPOSIT | 
INSURANCE CORP. | 














statement: ‘Total liquid assets are 
65.53 per cent of the liabilities to the 
public, which, of course, is a reflection 
of present conditions rather than of 
deliberate policy. No doubt the bank 
would have been glad to have replaced 
a considerable proportion of its invest- 
ments by commercial loans.” 

Despite these statements all banks 
report an increase in commercial loans, 
but not commensurate with the growth 
in volume of Canadian business and 
the improvement in commodity prices. 
Savings and government deposits in- 
creased in nearly every report, with 
current deposits showing a down- 


ward trend in some of the reports. 

Net profits, despite heavier Federal 
and provincial government taxes, were 
moderately increased, as a result of 
which pension funds and staff Christ- 
mas bonus payments were increased 
over the usual. 

Of interest to United States bankers 
was the statement of H. T. Jaffray, 
general manager of the Imperial Bank 
at its annual meeting that “the shares 
held by residents of the United States 
total 7,080 divided among 313 share- 
holders,” out of a total of 2,596 
shareholders. 

And the Royal Bank of Canada 
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THE BURROUGHS CLEARING HOUSE—February, 1938 





Chartered 1842 





“Che advantage to you J 
Atlantie’s Unique Position 


Atlantic has a 96-year record. 


It is known for conservative management and unques- 
tioned financial strength. 


All of its policies are non-assessable. 


It has no stockholders. Its participating policyholders 
share in profits, thus reducing the net cost of their 
insurance. 


It receives practically all of its business through brokers, 
thus preserving for its policyholders the benefits of 
the insurance specialist’s service. 


We do not know of any other insurance company which 
can make all of the above statements. This unique com- 
bination offers special advantages, both to brokers and 
to their clients. 


Review with your broker your goods-in- 
transit, fire, yacht, jewelry, fur, fine arts and 
registered mail insurance needs. Ask whether 
your risks will qualify for Atlantic insurance. 





“norco | AT LANTI ig 


FINE ARTS + JEWELRY 
FUR + REGISTERED MAIL 
AUTOMOBILE AND 
FIRE INSURANCE 


Chartered 1842 
MUTUAL INSURANCE CO. 
Atlantic Building: 49 (Wall Street, New York 











Baltimore + Boston * Chicago ¢ Cleveland +* Newark «+ Philadelphia 








FILE BOX HEADOQUARTERS 


“Equipped to Serve You”’—130 Stock Sizes 
Sliding-drawer—color green. Style SD-PD—Paper drawer. 


Style SD-MFD—Metal front drawer. Style C—Hinged lid; color tan. 


(Patented) 2S é : 
OLIVE GREEN aes ide TAN 
Coin Boxes . . . Coin Wrappers and Bill Straps . . . All Styles of Bags and Wallets. 


STRAYER COIN BAG CO. (nh S"75i**) New Brighton, Pa. 


Since 1914 
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report points out that “‘public securi- 
ties, other than Canadian, amounting 
to $25,927,482, show an increase of 
$13,937,353. This increase is under- 
stood to be represented in United 
States and British government securi- 
ties.” 

Profits of the Imperial Bank in- 
creased by $5,163.82 to a total for 
1937 of $967,977.19; of the Bank of 
Montreal by $226,827 to $3,408,328; 
of the Banque Canadienne Nationale 
by $21,529 to $983,775; of the Royal 
Bank by $207,138 to $3,711,379; of 
the Bank of Commerce by $24,993 to 
$2,934,117; of the Bank of Toronto by 
$14,561 to $1,156,372. 


A Bank - Sponsored 
State Corn Show 


(From page 17) confined to 10 ears of any 
yellow corn, and were in two large 
classes: for adults and 4-H clubs. 
The state was divided into five districts 
for the contest, with 10 prizes in each 
class offered for each district, making 
100 awards in all. Firsts were $10, 
tenth prizes were $1. A county prize 
was also offered in each class, amount- 
ing to $25, and the bank gave as 
an extra prize in the 4-H division 
a scholarship to the 1938 4-H club 
summer school on the Oregon State 
College campus for the best 10-ear 
exhibit in the entire 4-H show. 

Four non-commercial awards for 
educational corn exhibits were given, 
prize money ranging from the first of 
$15 <o the fourth of $5. A silver cup 
for sweepstakes was donated by Claude 
I. Sersanous, president of the Loggers 
and Contractors’ Machinery Company 
of Portland. George A. Pierson, presi- 
dent of the Portland Union Stock 
Yards presented a cash award to the 
4-H club making the best showing. 
This award was to be used in the 
purchase of a pure bred boar. 


N addition to the corn itself, other 

features of the show were the amount 
of corn products displayed by Oregon 
mills, latest type farm machinery by 
implement houses, and cooking schools 
conducted by Portland gas and electric 
companies in which the making of 
everything from corn bread to candy 
from corn syrup was demonstrated. 
A national packing house also had an 
exhibit of corn-fed meats. 

The Oregon Blind Trades School 
set up a machine for making brooms 
and had blind workers busy there 
turning out brooms every day of the 
show, their skill and dexterity drawing 
a constant crowd of interested specta- 
tors. 

Another operating display was the 
new equipment perfected and _ in- 
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Two New...Simplified.. 
Proving Plans 


Designed to meet TODAY’S REQUIREMENTS 














The new Burroughs Simplified Proof Plan reduces item costs to a new low, provides 
better item control, and levels peak periods. Here are some specific advantages— 


1. New and inexperienced help can operate it satisfactorily. 

2. Errors are localized to the individual deposit, eliminating considerable checking time. 
3. Float and uncollected funds information are provided as a by-product of proving. 
4 


. Rush items receive preferred attention, while the remaining items are handled during 
slack periods. 


5. The flexibility required to handle different types of deposits and varying types of 
sorts is provided. 


6. Fewer machines are required because some of the operations are eliminated, and 
machine demands at peak periods are lessened. 


7. Operator production is increased through the elimination of many time-consuming, 
non-productive steps. 

















The new Burroughs Simplified Balancing Plan was developed to establish 
a simplified routine and a faster flow of items in the moderate-sized bank 
at minimum cost. 


It works on the principle of eliminating needless operations and then 
simplifying those that remain. Items are written directly on the final records, 
which are balanced periodically during the day so that final balance is almost 
immediate. 


The Burroughs plan will make it easier to serve customers, speed the flow of 
items, and provide a faster final balance. Yet it is so simple that it can be in- 
stalled with a minimum of inconvenience and cost. 






4 Ask the Burroughs representative to review 
u r ro u *. with you the plan suited to a bank the size of 
yours. Or write us for further information. 


Factories at Detroit and Plymouth, Michigan ...Windsor, Canada... Nottingham, England 
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err CHANGEPOINT Dowrntecn Cen: 





REG. US. PAT. OFF 


These chain equipped counter sets are 
rapidly replacing old style dip pens and 
ink wells in banks and other public- 
serving institutions. Those now using 
the pens report that their customers com- 
pliment them for finally providing ‘‘decent 
writing pens.” 


The stainless steel CHANGEPOINTS 
write smoothly, are long lasting, and are 


Give Your 
Customers 


easily changed. The pen itself has just 
three parts—barrel, feed, and point—no 
internal soft rubber or mechanical parts 
to get out of order. 

A trial will convince you—write today for 
our Approval Installation Plan. 


W. K. KERR PEN CO. 


TULSA, OKLAHOMA 











| When 
\ Bankers 
Come to 


choston 


. it is only natural that they should 
prefer the Parker House, for this famous 
hostelry provides them not only with 
comfortable accommodations and good 
food, but also with an excellent address 
and utmost convenience to those finan- 
cial institutions with which most of 
their business is transacted. 






The smooth, efficient service of the 
Parker House meets their exacting de- 
mands; and the distinguished atmos- 
phere heightens their sense of well-being. 


1} Single rooms with private bath, shower, 
| circulating ice-water and radio from $3.50 











Glenwood J. Sherrard j 
| President & Managing Director \K hy: 
i Sar 8 > 








anh air 














Washington 




















stalled by the agricultural department 
of Oregon State College for the drying 
of corn both shelled and on the cob. 
This also proved very interesting to 
the corn growers and the general 
public. 

“Oregon State College co-operated 


with us in putting on the corn show, 
you know,” Mr. Brown explains, “‘as 
also did the agricultural committee of 
the Portland Chamber of Commerce. 

‘*‘We are more than pleased with the 
résults of the show, and especially 
gratified considering the short notice 
and brief time for preparation. From 
our experience we already have ideas 
with which to make the 1938 Corn 
Show ‘bigger and better,’ just as in 
our 4-H program for 1938 we have 
more ambitious plans than ever, with 
the chairman of next fall’s banquet 
even now securing talent for his part 
of the entertainment. 

“The good will and favorable pub- 
licity which the bank has received for 
these and similar endeavors are pleas- 
ing and profitable by-products of our 
efforts to assist in Oregon’s develop- 
ment. After all, when we help the 
locality in which we live and do busi- 
ness, we merely help ourselves.” 
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The Federal Budget 


The budget for the fiscal year ending 
June 30, 1939, as submitted to Con- 
gress by President Roosevelt estimates 
a deficit of $949,606,000, or $138,523,- 
600 less than that estimated for the 
current fiscal year. However, during 
that fiscal year there will be available 
for investment in special issues of. 
government obligations the net sum of 
approximately $1,163,000,000, which 
represents investments of $600,000,000 
from the old age reserve account and 
the railroad and government em- 
ployees’ retirement funds and $573,- 
000,000 from the unemployment trust 
fund, and a reduction of $10,000,000 
in investments held for account of 
the adjusted service certificate fund. 
Thus to a considerable extent the 
budget admits that the social security 
fund is financing the deficit. The 
gross public debt of the Federal 
Government is expected to be $38,- 
528,000,000 by June 30, 1939, of 
which $30,240,000,000 will be in the 
hands of the public, and $1,300,000,000 
will be regular issues held in govern- 
ment trust funds. At present the 
Federal Reserve System holds $2,564,- 
000,000 and other government agencies 
hold $509,000,000, and assuming that 
these holdings remain at their present 
levels the balance of the debt, or 
$3,915,000,000 will be in the form of 
special issues held in the social security 
and related funds. No government 
bonds come due until 1941, but $2,000,- 
000,000 in Treasury notes come due 
during 1938, and approximately $3,- 
000,000,000 each of the following two 
years, and probably the major portions 
of these issues will be refunded either 
with new notes or a long-term bond 
issue. 

The President’s budget for 1939 
calls for expenditures of $6,869,043,- 
000, exclusive of debt retirement, 
which is $539,600,000 less than the 
amount estimated for 1938, although 
there is no certainty that expenditures 
will actually be held to this figure. 
Receipts for the 1939 fiscal year are 
estimated at $5,919,437,000, as com- 
pared with $6,320,513,000 estimated 
for the current year, the decrease 
being due chiefly to the business 
recession. The President believes that 
the Federal Government’s expenditures 
should normally be around $7,000,- 
000,000 per year, a figure never yet 
equalled by its income, which means 
either increased taxes, further deficits, 
or a substantial increase in business 
activity and the national income which 
would produce more revenue on the 
present tax rates. 


PRODUCED IN THE BURROUGHS PRINT SHOP 
AT DETROIT, MICH., U.S.A. 4070-2-3 
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GEORGE LA MONTE & SON, NUTLEY, N. J. 





ELIMINATES 
NEEDLESS 
OPERATIONS 





ALL CIPHERS ARE AUTOMATIC 


Only on the Short-Cut Keyboard are ciphers written automatically. 
Thus, much of the work is done without touching a key. 


SEVERAL KEYS AT ONE TIME 


Only on the Short-Cut Keyboard can two or more keys be depressed 
at one time. This saves many needless operations. 


YUOAPRORONBUNOUUO SU 
WOKAORUONVOUPONE ONAUOSD 
CouMoUDOMOUUDCOCOCOUNIOCOO 





aN Bata Wcelel ha-mm. Mme). | ame) 14°e-Wale) 


Only on the Short-Cut Keyboard can an entire amount and the Je pants is = tenhent Ppa, + how srovmande 
: “ of n ess operations can be eliminated by the 

ee sage gs depressed gs completely adding or sub Burroughs short-cut method. The amount 
racting the amount in one operation. 25.60, for instance, was listed and added by 
depressing the 2, 5 and 6 keys and the motor bar 
all together, in one single operation, instead of 
writing one figure at a time. The amount 
6,712.70 was listed and added the short-cut way 
in two operations instead of seven. Thus, the 
ST To ECD em ee hm Burroughs short-cut method eliminates 
DETROIT, MICHIGAN needless operations in writing any amount. 


Let the local Burroughs representative show you on your own work what 
the short-cut method on the Short-Cut Keyboard can actually mean to you. 





